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January 2, 1952 


LEADERSHIP THROUGH READERSHIP ! 





In preferred position at your newsstand, on the table in your own 
livingroom. . . you'll find the internationally famous Reader's 
Digest. In its carefully selected contents appears an article 
chosen from the pages of The Independent Banker. 


Thus does The Reader's Digest, America's most popular mag- 

azine, join the ever-increasing ranks of discriminating readers who 
are making The Independent Banker the fastest-growing banking pub- 
lication in the United States. 


Recognition like this is important to YOU... 


SUBSCRIBERS enjoy this added assurance of gaining the finest reader=- 
ship service available in the banking press... editorials 

that say Something, articles that inform, features that sparkle. 
Alert editing means enlightened reading for YOU. 





BANKERS AND BUSINESSMEN who may have delayed until now becoming 
regular subscribers, can see that here, at last, is a banking paper 
which packs punch and performance every time out. No more need for 
"trying to read everything." Here is the information YOU want to 
know, the views you need to have. 





ADVERTISERS enjoy the certain knowledge of truly hitting the mark 
with each advertising dollar. Guesswork and trial are eliminated. 
Through the pages of The Independent Banker, YOU reach the men who 
determine policy, make the final decisions. 


MEDIA DIRECTORS AND ACCOUNT EXECUTIVES enjoy the gratifying satis- 
faction of knowing where YOUR accounts can direct their efforts 
most advantageously. Your task of media selection is simplified. 
Your record of performance for your accounts is enhanced. 











Include The Independent Banker in YOUR plans for 1952... fora 


Happy New Year! 


RJLsah 


ROGER J. LEWIS, publisher and editor 
J. F. ROWLAND, business manager 
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People 
Are 
Talking! 


The Reader's Digest has 15,500,000 “‘cus- 
tomers,” according to Time (De 

cM cember 10 

ss a 2H, Ta 1951). That's quite an audience for this 

* n seaing 10 the IRSA og ste vet dramatic recognition of THE INDEPENDENT 

joh We eves over BANKER in the Digest’s January 1952 issue! 


Yes, people are talking! And here's what 


some of them are sayin about THE - 
PENDENT BANKER ie — 


1 « covet ° ’ 
Acne xs sree 
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pass 80 ase GENEVIEVE "eo 


sing in 


upon your pioneering in a cause which is 
the  nodiap pte Boeesy ray rong ob Ar a not only banking, but also of 
our private enterprise system. 
Your strong appeal is bound to create a realization of the trend toward 
centralization. 
Your manner of approach is concise and well-applied. Your publication is 


\¢ 
‘y\. filling a need long overdue, and its appealing and practical construction is 
4 rd 4 certain to increase its circulation... AS 


eratives and especially State Bank 
Your editorial anent Ne ler ae Gat so impressed me that I a 
H ST. bere taxpayer in the country should ° 
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*charitable" trusts, very 4 
Som it to our Senator Wayne Morse. 




























have a reprint of your editorial . ~ ~ L. C. BUCHNER 
oe I a 
Cashier, Gilliam County Bank this king ree tate your publicati - 
Arlington, Oregon many years , ave ay much, We ha 
President, Comm ve needed a Magazine o¢ 
5 Anniston, Aléuens a Nationa Bank C. R. BELr 
* e-* Congratulati . ‘ 
reading... ons on a swell magazine! Makes for some mighty ¢ 
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Gyand Forks, Herth Banees + « « You are to be complimented on the general excellence of your editorial 


contents. I like them very much 


WILLIAM J. WEIG 
Second Vice President, Guaranty Trust Company 


. « » It is refreshing to a country banker to read a publication like New York, New York 


yours... VERNE WELLS 





President, Security State Bank vont Lease accept 
Robinson, North Dakota ppearance of THE INDEPENDENS Rat ions on the quality o¢ 
KER, y °. Material 
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e congratulated for the Tine por, setting this one — order, we 
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Cashier, First Stat you are doing See ne, and you are 
Froid, Montana © Bank 


OSCAR SVENDSEN 


+ « « I'm keenly interested in your new publication. I've long felt there was 
‘ the need for something new in the banking trade-paper field. Banking needs 
leadership and understanding today as it never did before. Its future is 
dependent on it. Without it, nationalization is a real threat... 
L. R. WHARTON 
Editorial Department, American Banker 
New York, New York 
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LITTLE KNOWN FACTS 


about the world’s largest miller 
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How much does General Mills make? 


As a present or future customer 
of General Mills, you have every 
right to know how much we make on 
the products we sell, Last year - 
as for a good many years - our 
profit was about 3¢ on each dollar 
of sales. 











Where do we live? 


Qur headquarters are goheoug 

eapolis. But we also 2 

39 other re atl 
ior offices, 

facturing plants. Our _— 

plants are in Kankakee» 1 we 

Lodi and Los Angeles, Cale 
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What happens to our profits ? 


Less than half of our earnings 
usually goes to the 13,500 men a 
and women who own General Mills 

e+ethe stockholders who live all 

over America, The rest is re- 


4 invested in the business for re- 


Search and expansion, 





























ETC. 














What do we make? 


We produce Wheaties and Gold 
Medal "Kitchen-tested" Flour, 
Larro Feeds for livestock and 
poultry, electric irons and 
toasters, vitamins, Betty Crocker 
cake mixes and Bisquick ... 

and many other products, We 
hope, through research, to broaden 
our activities still more. If 

we do, we hope to add still more 
people to the 12,000 we now 
employ. 


























General Mills 
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THE 
INDEPENDENT BANKER 


FORUM 


Sirs: 

Had the pleasure of attending the 
Independent Bankers Breakfast at 
Chicago and enjoyed it very much. 

I am handing you herein my check, 
and wish you would enter our sub- 
scription to The Independent Banker. 

Marshall Barnes 
President, Beaver Dam Deposit Bank 
Beaver Dam, Ky. 
xk 
Sirs: 

We wish to subscribe to The Inde- 
pendent Banker immediately. Kindly 
send it to the attention of the writer. 

Roger L, Currant 
President, Fall River National Bank 
Fall River, Mass. 
kkk 
Sirs: 

We are returning to you today 
under separate cover the halftone 
which you were kind enough to send 
us for use in our local paper’s Thanks- 
giving issue. We also are sending you 
a copy of that newspaper. We are 
very pleased with the results. 

Thank you again for letting us have 
the cut. : 

H. A. Warner 
President, First State Bank 
White Bear Lake, Minn. 


@ The halftone Mr. Warner 
mentions was featured in the Thanks- 
giving message of several Montana 
independents in our November issue, 
and gained a large number of com- 
pliments from THE INDEPENDENT 
BANKER’s readers. — EDITOR. 

xk 
Sirs: 

We are enclosing our money order 
in the amount of $6 for subscription 
to The Independent Banker. 

Before coming to Tilden, I was in 
the banking business at Luverne, 
Minnesota. 

G. P. Bauman 
Executive Vice President, 
The Tilden Bank 
Tilden, Neb. 
xk*ek 
Sirs: 

Much has been said about the de- 
falcations of bank employees, and at 
the present time, when so much 
crookedness in government is being 
uncovered, the general public — as 
well as the FDIC — is giving this 
matter a lot of thought. 

We have heard the remark that 
bank examiners must be derelict. in 
their duty when huge shortages are 
found immediately following an exam- 


Page Four 


ination. Those of us who have lived 
in a bank for about 50 years know 
that it is impossible for bank exam- 
iners to ferret out embezzlements in 
the limited time they can spend in any 
bank. 

We once knew a mining executive 
who would not continue an employee 
on his payroll unless this employce 
saved some of his wages, and he made 
it his business to know where his 
employees spent their idle hours, who 
their associates were, and their mode 
of living. Any employee who lives 
beyond his means without a valid 
reason is a hazard. 

The burden of detecting bank de- 
falcations rests squarely on the 
bank’s board of directors. There are 
many ways to check on bank em- 
ployees outside of the bank, and we 
feel that this is the key to the situa- 
tion. It must be the business of bank 
directors to know their employees in- 
timately. Every well-managed bank 
whose policies and records disclose an 
honest determination to safeguard 
deposits, welcomes the bank examin- 
er’s visits, and, by the same token, 
bank employees whose personal finan- 
cial affairs reflect the most exacting 
honesty that any bank director’s 
scrutiny could impose, welcome an 
examination of their fitness for the 
responsibilities they carry. 

The office of bank director ceased 
to be only an honorary office quite 
some time ago. Bank directors should 
be exactly what the name implies, 
and the more exacting they are, the 
better directors they become. 

May I report that the meeting of 
the executive council of the Indepen- 
dent Bankers Association of the 12th 
Federal Reserve District was every- 
thing that our Mr. Harding could ask 
for. We spent two days in San Fran- 
cisco, and brought ourselves up-to- 
date on accomplishments and things 
yet to come. Those of us who are 
new on the council are better-in- 
formed than before, and we all are 
determined to carry the battle on to 
a successful conclusion, no matter 
what efforts have to be brought to 
bear. There are some things that our 
American way of life cannot do with- 


out, and one of these is the small 


unit bank located at wide places in 
the road, where our neighbors can 
come for. advice and services too 
small to get through large bronze 
doors. 


W. W. Evans 
President, First National Bank 
Halfway, Ore. 
x* k 
Sirs: 


We of the Savings Bond staff en- 
joyed your First Anniversary Issue 
as much as we did the first one a year 
ago. 

.All of us here want to commend you 
and your staff for the outstanding 
job you are doing and for your con- 














Reproduced in full, natural color 
on our front cover this month is 
the front cover of the current issue 
of The Reader's Digest, with the 
table of contents from the Digest’s 
back cover. 

The fact that this outstanding 
popular magazine selected ma- 
terial from the pages of our own 
year-old publication, speaks for 
itself. 





sistent promotion of the U. S. De- 
fense Bond program through the edi- 
torial and advertising columns of 
your publication. 
Darrell Bandy 

State Director, Treasury Department 
U. S. Savings Bonds Division 
Minneapolis, Minn. 

x kk 
Sirs: 

Our advertising in The Independent 
Banker, beginning in the Inaugural 
Edition and run regularly each month 
since, has resulted in our obtaining 
some very nice business out of parts 
of the United States from which we 
never had received any previously. 
We are literally over-loaded with 
work on hand. 

E. J. Schaefer 
Owner, General Pass Book Co. 
Ste. Genevieve, Mo. 
a ag 
Sirs: 

Please apply the enclosed check 
for $6 on our subscription account, 
thus renewing it through September 
1953. 





il 


———SE a 


Our board of directors on Novem- | 
ber 23 voted to increase our capit > SJ 


stock from $100,000 to $200,0 

through a stock dividend. Stockhold- 

ers approved the action December 4. 
During the year we have completed 
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an extensive building program. Nine- 
teen-fifty-two completes a half-cen- 
tury of banking in this community, 
and we are planning several events 
to celebrate the two occasions. 

A. W. Strantz 
President, 
Farmers & Merchants State Bank 
Logansport, Ind. 

xk 

Sirs: 

This is just to let you know that 
your December issue came through 
with the cover pages in good shape. 
They had not worked loose from the 
rest of the magazine, as had been the 
case formerly. 

M. A. Sherman, Jr. 
Cashier, Bank of Endicott 
Endicott, Wash. 


xk** 
Sirs: 

My compliments on the nice job 
you are doing. Your Anniversary 
Number was a honey. Best regards. 

B. M. Harris 
President, The Yellowstone Bank 
Columbus, Mont. 


kkk 
Sirs: 

Not knowing the exact maturity 
date of my subscription, and desiring 
to keep the issues coming without a 
break, I enclose my check for $6 for 
renewal of my subscription to your 
most readable magazine. 

The many interesting items about 
banks and bankers, some of whom I 
have known for a long period of time, 
make very interesting and enjoyable 
reading. 

Every good wish for your continued 
success. 

G. J. Johnson 
Investments 
San Jose, Calif. 4 
xk k 
Sirs: 

As I promised you over the tele- 
phone a week or so ago, I am enclos- 
ing copies of our reprint of Ben Du- 
Bois’ article which appeared in your 
October 1951 issue. We are very ap- 
preciative of your courtesy in giving 
us permission to reprint this article, 
and through our Federal Reserve 
Bank chairmen we have forwarded 
copies to the directors of all Fed 
banks and branches. 

Elliott Thurston 
Assistant to the Board of Governors 
of the Federal Reserve System 
Washington, D. C. 


xk 
Sirs: 

The Independent Bankers Associa- 
tion is doing an outstanding job, and 
we like your paper. 

E. H. Sutherland 
President, First National Bank 
Beemer, Neb. 
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Up and Coming 


ENTER THESE IN YOUR DATEBOOK NOW ! 


Wisconsin Bankers Assn. (Mid-Winter Meeting) at Schroeder Hotel, Mil- 
waukee 


American Institute of Banking (Executive Council) at Grand Hotel, Point 
Clear, Ala. 


Illinois Bankers Assn. (Mid-Winter Conference) at Jefferson Hotel, St. 
Louis, Mo. 


American Bankers Assn. (Savings & Mortgage Division) at Statler Hotel, 
New York, N. Y. 


Georgia Bankers Assn. at the Bon Air, Augusta 

New Jersey Bankers Assn. at Chelfonte-Haddon Hall Hotel, Atlantic City 
New Mexico Bankers Assn. at LaCaverna Hotel, Carlsbad 
Louisiana Bankers Assn. at Buena Vista Hotel, Biloxi, Miss. 
Kansas Bankers Assn. at Topeka 

Delaware Bankers Assn. at DuPont Country Club, Wilmington 
Indiana Bankers Assn. at Claypool Hotel, Indianapolis 

North Carolina Bankers Assn. at Carolina Hotel, Pinehurst 

Texas Bankers Assn. at Galvez Hotel, Galveston 

Missouri Bankers Assn. at Jefferson Hotel, St. Louis 

Oklahoma Bankers Assn. at Skirvin Tower Hotel, Oklahoma City 
South Carolina Bankers Assn. at Ocean Forest Hotel, Myrtle Beach 
Independent Bankers Assn. at Hotel Nicollet, Minneapolis, Minn. 
Alabama Bankers Assn. at Davis Hotel, Montgomery 

Mississippi Bankers Assn. at Buena Vista Hotel, Biloxi 

California Bankers Assn. at Fairmont Hotel, San Francisco 


Maryland Bankers Assn. at Chalfonte-Haddon Hall Hotel, Atlantic City, 
N. J. 


Virginia Bankers Assn. at Roanoke Hotel, Roanoke 
Arkansas Bankers Assn. at Arlington Hotel, Hot Springs 
Ilinois Bankers Assn. at Sherman Hotel, Chicago 


Pennsylvania Bankers Assn. at Chalfonte-Haddon Hall Hotel, Atlantic 
City, N. J 


American Institute of Banking at Rice Hotel, Houston, Texas 

Ohio Bankers Assn. at Neil House, Columbus 

Wyoming Bankers Assn. at Saratoga Inn, Saratoga 

Idaho Bankers Assn. at the Lodge, Sun Valley 

District of Columbia Bankers Assn. at the Homestead, Hot Springs, Vc. 
New Hampshire Bankers Assn. at Wentworth-by-the-Sea, Portsmouth 
Vermont Bankers Assn. at Equinox House, Manchester 

Oregon Bankers Assn. at Marion Hotel, Salem 

Wisconsin Bankers Assn. at Schroeder Hotel, Milwaukee 

Colorado Bankers Assn. at Colorado Hotel, Glenwood Springs 
Montana Bankers Assn. at Many Glaciers Hotel, Glacier National Park 
New York Bankers Assn. at Spring Lake, N. J. 

Washington Bankers Assn. at Chinook Hotel, Yakima 

Maine Bankers Assn. at Poland Spring House, Poland Spring 

Michigan Bankers Assn. at Grand Hotel, Mackinac Island 


West Virginia Bankers Assn. at the Greenbrier and Cottages, White 
Sulphur Springs . 


American Bankers Assn. at Atlantic City, N. J. 


Financial Public Relations Assn. at Hotel del Coronado, Coronado, Calif. 
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35 Years of Banking 


1916 — 1951 


BANKING LEADERSHIP 


can and should provide financial guidance for our nation during 
these momentous times. 


SOUND MONEY . ee We all recognize the dangers of “inflated 


finance’ and depreciated currency. We must stand united for oe. 
a sound economic foundation for our American way of life. | 








TAXES e e e should be reduced, and expended in a manner that 


will strengthen our economy. 


INTEGRITY . e e The moral tone of our people should be so 


strong that in domestic and foreign affairs alike our nation 
may meet firmly the obligations of world leadership. 


COMMONWEALTH BANK 





“BANK OF THE COMMONWEALTH” 
Detroit 31, Michigan 


MEMBER FEDERAL RESERVE SYSTEM 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








23 BANKING OFFICES IN DETROIT AND HIGHLAND PARK a a 


Assets, over $268,000,000.00 
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COLLEGE STUDENTS HEAR DISCUSSION OF 


. 


bd Independent Bank System 


AND ITS ROLE IN U.S. ECONOMY 


Sy RF. Hollister 


Executive Manager 


Independent Bankers Association of the 12th Federal Reserve District 


The phrase “independent bank” is 
a rather loosely-used term in banking 
circles. I have never been able to 
find a definition of “independent 
bank”. The designation is not with- 
out just reason, as I find that Noah 
Webster gives this definition, among 
others, of the word “independent”: 

“Not relying on others; not sub- 
ject to the control of others; not sub- 
ordinate”. 

As synonyms for the word “inde- 
pendent”, Mr. Webster gives these: 
“free; separate; unconstrained; un- 
restricted; exempt; clear”. 

An independent bank is not part 
of a legal classification of banks, 
which legally are divided into two 
classes which make up our dual 
system of banking: state banks and 
national banks. 

Now, these two classifications again 
fall into various sub-classifications, 
and either a state bank or a national 
bank may belong to one or more of 
these sub-classes. They may be mem- 
bers or non-members of the Federal 
Reserve System. They may be insur- 
ed or non-insured banks. Of course, 
under the National Banking Act, all 
national banks are required to be 
both members of the Federal Reserve 
System and to be insured banks, so 
that national banks have no choice 
as to these sub-classifications. 

Both state and national banks may 
fall into further sub-classiftcations: 
they may be strictly commercial 
banks, strictly savings banks, or a 
combination of both, or they may be 
mutual banks. All of these classifi- 
cations or sub-classifications are a 
matter of legal requirements, and any 
bank must elect as to which class or 
sub-classification it desires to belong. 
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There is still one more classifica- 
tion that must be considered before 
any bank may properly be designat- 
ed. This classification is not a re- 
quirement, but is governed almost 
entirely by the economic philosophy 
of the management of the individual 
bank. This philosophical classifica- 
tion divides itself into three other 
classifications generally known as 
(1) branch banking, (2) chain 
banking, and (3) independent bank- 
ing. 

Branch banking generally is under- 
stood to be that type of banking 





This is « slightly condensed | 
version of a lecture Mr. Hol- 
lister delivered to the class in 
economics at Reed College, 
Portland, Oregon, recently 
upon the invitation of Sey- 
mour Fiekowsky, assistant 
professor of economics. 











which operates by having one or 
more branches. In nine states of the 
Union, branch banking is entirely 
prohibited. Under federal banking 
laws, branch banking is prohibited 
across state lines; that is, no bank 
may have a branch outside of the 
state in which it is organized. 

I feel certain that this statement 
will cause many to mentally com- 
ment, “How about the Bank of Cali- 
fornia, with its head office in San 
Francisco, and branches in Portland, 
Tacoma and Seattle?” 

The Bank of California, together 
with one other bank in New Jersey 
near the Pennsylvania state line, are 
oddities in that they both have 
branches across state lines. Both of 


these institutions have received speci- 
fic authority from Congress to have 
branches in other states, and are the 
only exceptions to the rule against 
branch banking across state lines. 

Chain banking, sometimes known 
as group banking, consists of two 
or more separate banking corpora- 
tions which are controlled directly or 
indirectly through stock ownership 
or otherwise by a holding company. 

The holding company may have — 
and in some instances, does have — 
many banks. Chain banking is not 
confined to state lines like branch 
banking, and the holding company 
may, under existing banking laws, 
control and operate a bank in each 
and every state of the Union. Not 
only that, but in each state except 
the nine which prohibit branch bank- 
ing, each of these holding company 
banks may have branches. 

The third operating type of bank 
is the independent bank. By the pro- 
cess of elimination, the independent 
bank is one that is not engaged in 
branch banking and is not engaged 
in or part of chain or group banking. 

As stated previously, to which type 
of banking an individual bank 
chooses to belong, is a matter of eco- 
nomic philosophy on the part of its 
management. I want to discuss brief- 
ly the philosophies of the three oper- 
ating types of banks: the branch 
bank, the holding company bank, 
and the independent bank. 

In discussing branch banking, I 
shall confine my remarks to the lar- 
ger systems of branch banks, as there 
are many borderline cases where a 
bank may have one or two or even 
more branches, and yet fall within 
philosophy of the independent bank. 
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Branch banking, being confined to 
state lines, is that philosophy of 
banking adopted by management 
wherein the management undertakes 
to blanket an entire state with a sys- 
tem of branch banks. The effect of 
such a statewide branch banking sys- 
tem is to give to, the management of 
that bank a high degree of economic 
control over the entire state in which 
it operates. 

The philosophy of chain or group 
banking goes a step further in eco- 
nomic control than that of branch 
banking. 

Branch banking, as we have said, 
is confined by law to state lines. 
There is no such restriction on chain 
or group banking. The bank holding 
company may, therefore, and in sev- 
eral instances actually does, operate 
in several states. This gives its man- 
agement the power, to some extent, 
at least, to control the economics of 
all states in which they operate. 

The philosophy of the independent 
bank is that it should exercise eco- 
nomic control only in that commun- 
ity in which the bank is located, and 
not attempt to exercise control be- 
yond that particular area. 

You may ask, how can a bank 
exercise any economic control over 
the territory served by it? The an- 
swer is very simple: bankers deal in 
a commodity, same as any other 
institution. That commodity is credit. 
It is intangible, of course, but never- 
theless, it is a commodity. And I 
think that you will agree with me 
that credit is the most important com- 
modity in the world. If I controlled 
the credit in the city of Portland, I 
could be dictator in our city. If I 
controlled the credit in the state of 
Oregon, I likewise could be a dicta- 
tor in our state. 

Let me digress just a moment to 
correct what I think is a generally 





‘ 
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prevalent idea: that independent 
barks are of necessity small banks. 
The latest list of banks in the United 
States, in order of size, that I have 
been able to lay my hands on is in 
the January 31, 1951 issue of Amer- 
ican Banker. According to the list, of 
the 50 largest banks in the United 
States, 12 aie independent. The 12 
are: 
First National Bank of Chicago; 
Continental Illinois National Bank 
& Trust Company, Chicago; Phila- 
delphia National Bank, Philadelphia ; 
Northern Trust Company, Chicago; 
Harris Trust & Savings Bank, Chica- 
go; First Wisconsin National Bank, 
Milwaukee; First National Bank, St. 
Louis; Wells Fargo Bank & Union 
Trust Company, San Francisco; First 
National Bank, Dallas; Republic 
National Bank, Dallas; Mercantile- 
Commerce Bank & Trust Company, 
St. Louis; Commerce Trust Com- 
pany, Kansas City. 

Thus, you see that the term “inde- 
pendent bank” is not limited to small 
country banks. 





The only way in which I can ap- 
proach the subject of the economic 
factor of independent banks, is by a 
comparison of the independent bank 
with branch banking or chain bank- 
ing. This is an extremely controver- 
sial field. Each side has many able 
advocates and many _ illustrious 
examples with which to illustrate its 
viewpoint, 

To me, there are certain very 
fundamental economic and _ historic 
factors that weigh in favor of the 
independent bank. 

The first factor is both historic 
and economic, in that no nation in 
the history of the world has grown 
and developed either as rapidly or 
to the extent, as has the United 
States of America in the 175 years 
of its history. This growth has gone 
hand-in-hand and parallel to — and 
with — the independent banking sys- 
tem. The independent banking sys- 
tem as exemplified and practiced in 
this country, has been missing from 
all of the other countries, and anyone 
would be most naive to contend that 
the system of banking in_ this 
country has not had some bearing 
upon our national growth and de- 
velopment. 

Branch banking and chain bank- 
ing are, to a great extent, compara- 
tively new ventures in the United 
States. If these types of banking are 
to be greatly extended, then their 
effect upon our growth and develop- 
ment is an unknown quantity. It is 
true that branch-banking — and, to 
some extent, chain banking — have 
been known in this country for many 
years, but only in a very small de- 
gree. The last 25 years have seen the 
greatest growth in these two types of 
banking. 

Advocates of branch banking often 
cite the Canadian banking system as 
an example of the virtues of the 
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branch banking system. They state 
that “Canada has never known a 
The advocates of in- 
dependent banking also cite the Can- 
adian branch banking system as an 
illustration of why branch banking 
is not the proper system from an 
The indepen- 
dent banker points to the great simi- 
larity in the natural resources of 
Canada and the United States, and 
then calls attention to the much more 
rapid development of the United 


bank failure’. 


economic standpoint. 


States. The independent banker will 


tell you that this difference in de- 
velopment is largely due to the bank- 
ing systems of the two countries. 


In Canada the banking industry is 
largely centered in the Eastern pro- 
vinces, with the result that the rest of 
the Dominion is dependent upon the 
whims of their Eastern brethren. 


The second factor is the question 
of size and extent of a branch or 
chain banking system, compared with 
the size and extent of the independent 
bank. If this country ever should be 
so unfortunate as to have another 
epidemic of bank failures. I think it 
is most apparent that, should there 
tai a failure of a large branch or 
.uain banking system, the entire area 
covered by that system would suffer 


economic disaster. 


On the other hand, 


the economic 


influence if an independent bank be- 


ing much less in area than those of 
the other two types of banking, 


so 


would the possible failure of an in- 
dependent bank exert much less in- 


fluence over its area. 


Thus, while size frequently is em- 
phasized as the greatest strength of 
the branch or chain banking phil- 
osophy, it also is its greatest weak- 


ness. 


The third factor is that in most 
cases the operating head of the inde- 
pendent bank is much closer to his 
community than is the branch or 
chain bank manager. The indepen- 
dent banker almost universally is a 
long-time resident of his community, 
and his knowledge of the habits and 
idiosyncracies of his fellow residents 
is of great advantage. The branch 
bank manager frequently is shifted 
from bank to bank and from com- 
munity to community, with the re- 
sult that he does not have the inti- 
mate knowledge and background of 
his community that the independent 


banker enjoys. 


January 1952 














PAINT...IT’S 


There was a time when paint manufacturers 
contented themselves with a vague sort of 

“clean up, paint up’’ promotional program 
which, thru repetition, was intended to con- 
vey to us the importance of keeping our 
establishments freshly painted. It worked 
of course, after a fashion, but when they 
started talking about “color dynamics’’ and 
the significance of color itself in relation to 
industrial operations, they really introduced 
dramatization that lifted their product to 
new heights of appreciation. 


What prompts this testimonial is our re- 
vitalized paint-up activity, with its weighty 
decisions concerning the choice of ‘French 
Gray’’ as compared to “Off White” or ‘Eye 
Rest Green’’ as compared to “Vista Green,” 
or perhaps ‘Taffy Tan” as compared to 
“Cate-au-Lait.”” Apparently there has been 
a meeting of the minds among our people 
because our Chicago boiler room now 
sparkles with a nice selection of grays, white, 
black and silver...with all valves and fittings 
a brilliant red. Our machinery glistens with 
greens and yellows, contrasting nicely with 
the red plastic nameplates of the operators. 
Our interior walls are no longer just walls 
but are more in the way of being harmoniz- 
ing backgrounds quite pleasing to the eye. 





WONDERFUL! 


Yes indeed, we are sold on the value of 
paint but it took a well- planned merchandis- 
ing program to make us conscious of what 
paint would do for us. In a modest sort of 
way, we too have succeeded in dramatizing 
a little piece of paper known as the bank 
check. No longer is it something to be 
tossed across the counter to the customer. 
No longer is it an inviting scratch pad for 
grocery lists or memoranda. It has, in some 
measure at least, acquired its rightful dig- 
nity because its value has been enhanced 
by the printed name of the person who 
uses it. 


Dramatization is not at all out of place in 
the field of merchandising, and no service 
that we can think of lends itself more to 
this technique than the checking system of 
our American banks. The opening of a 
checking account is a milestone in the life 
of the individual. The continued use of 
bank checks in the settlement of all finan- 
cial transactions is a reflection of sound 
business judgment. The appreciation of Per- 
sonalized Checks by the person who writes 
them, the concern that gets them, and the 
bank that handles them, while created thru 
merchandising, is self-sustaining because, 
like good old paint, the value is apparent. 





Manufacturing Plants at: 


NEW YORK, PAOLI, CLEVELAND, CHICAGO, KANSAS CITY, ST. PAUL 














At the Great South St. Paul Market 
It’s The DROVERS! 


Your collections, your feeder loans will be handled 
here in fastest time and with utmost efficiency. 


For Your South St. Paul Correspondent, 
Choose The DROVERS! 





H. G. Swanson, Senior Vice Pres. 
H. Pog Sloan, Cashier 
M. V. Choban, Vice President 





FP. R. Schlichting, President 


A. J. Roszak, Vice President 
Cc. E. Temple, Vice President 
R. A. Johnson, Asst. Cashier 


AT THE STOCKYARDS 


Sours Sr. PAUL, MINN. 


Member Federal Deposit Insurance Corporation 














Sell The Independent Banker in 
THE INDEPENDENT BANKER 





Page Nine 






















The independent banker, knowing 
his community and its residents, is 
much better able to pass upon the 
moral risk of a loan, than the branch 
banker, who, in most instances, is 
required to send all loans above a 
certain amount to a distant office for 
approval. 

You also will find that the inde- 
pendent banker is almost always 
financially interested in his commun- 
ity, and many instances where the 
branch or chain banker is not so in- 
terested. 

Fourth factor in favor of the in- 
dependent bank is that if the inde- 
pendent banker is in need of advice, 
he can go to as many sources of in- 
formation and counsel as he may 
choose. Having sought and obtained 
their advice, he may weigh their ad- 
vice and use his own judgment. As 
compared with this, the branch or 
chain manager must obtain his ad- 
vice from a specific source, and 
must accept it or lose his job. 

The fifth — and to my mind, the 
most important — economic factor 
in favor of the independent bank 
over the other two types, is that 
branch banking and chain banking 
both lend themselves to socialization 
by the government more than does 
independent banking. At the present 
time there are approximately 14.- 
500 banks in the United States. If 
all of these banks were gathered into 
10 or 15 branch banking systems or 
chain banking systems, it would be 


much simpler for a_ socialistic- 
minded government to take over the 
entire banking industry than it 


would be to take over 14,500 indi- 
vidual banks. 

The number of banks in the United 
States has been decreasing year to 
year for the past 15 or 20 years. 
During the same period of time, the 
number of branches has increased. 
The nation now has more banking 
offices than it did 20 years ago — yet 
it has fewer banks. In other words, 
the banking facilities of the nation 
gradually are falling into the hands 
of fewer and fewer people. 

If this trend is continued, we will 
have a monopoly of credit in the 
hands of a few powerful individuals 
or organizations. It is inconceivable 
to me that the American people ever 
would consent to a private monopoly 
of the most important commodity in 
the world: credit. 
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There would be a hue and cry 
across the land for the government 
to take over the banking system. 
Once this had been accomplished, it 
would only remain for the right 
type of individual to be placed in 
authority in Washington, to put the 
dispensing of credit under political 
control. 

It is a matter of history that every 
person who has attempted to set him- 
self up as a dictator, first has sought 
control of the credit of his country. 
This accomplished, the rest is easy. 

In conclusion, while I have spoken 
of the advantages of the independent 
bank over the other types of bank- 
ing, | frankly admit that there is 
ample room for all three types in 
this country. Also, I frankly admit 
that all three types of banking can 
prosper and grow. I have only one 
real fear: that if branch banking 
and chain banking are expanded and 
extended to their ultimate and in- 
evitable conclusion, there is only one 
result possible, and that is sociali- 
zation of banking. 

The dangers of socialized banking 
are so apparent and so fearsome to 
me that I trust it never wis’ j 2° 
place in the United States of / ,), 
ca. END 
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“It’s Father who is put on the pan 
if he doesn’t bring in the bacon.” — 


Chronicle, Raymondville, Texas. 
x«wk 


“Men, like tacks, are useful if they 


_have good heads and are pointed in 


the right direction.” —- Somerset 
County Times, Somerset, Pennsy]l- 
vania. 

kkk 

“The automobile, rural electrifica- 

tion, the radio, television, the air- 
plane — all have done their share 
to bring about a situation where, 
as the farmer says: ‘All the rubes 
live on Broadway’.” — Banner, Rich- 
mond, California. 

xkkk 


“The most utterly lost of all days 
is the one in which you have not once 
laughed.” — Transylvania Times, 
Brevard, North Carolina. 
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Secretary’s Letter . . . 








A Far-Reach 


The courageous action of the 
Board of Governors of the Federal 
Reserve System in starting an action 
against Transamerica under the Clay- 
ton Act will have far-reaching effects. 
It is the second time in American 
history that monopoly in banking 
has been challenged. Andrew Jack- 
son put a stop to the monopolistic 
designs of Nicholas Biddle. Relative- 
ly — the different eras taken into 
consideration — Biddle’s ambition 
to erect a great branch-banking em- 
pire parallels that of the Gianninis. 
Jackson preserved independent bank- 
ing; the decision of the board of 
governors may be of similar impor- 
tanc®. 

On December 10 and 11 the 
board, all members present, sitting 
as a judicial body, heard the final 
arguments in the Transamerica case. 
To this prejudiced observer, Leonard 
Townsend, solicitor of the board, 
presented evidence that conclusively 
proved that Transamerica was in vio- 
lation of the Clayton Act, that its 
acquisition of banks lessened compe- 
tition, and that the scope of its oper- 
ation, plus the gigantic size of the 
integrated corporations, indicated 
clearly a definite trend toward mono- 
poly. Further, there was strong evi- 
dence that the Gianninis — father 
and son — had directed the policy 
of both Transamerica and the Bank 
of America. The percentage of bank 
deposits and bank offices under the 
control of Transamerica in the 
Western states showed well the dom- 
inating powers of this octopus of 
banking in the 12th Federal Reserve 
District. 

The rapid growth of Transamerica 
was not achieved by _ kid-glove 
methods. These corporations had no 
hesitancy in being ruthless in secur- 
ing control of banks. Empire-build- 
ers are audacious; their ambitions 
run high, and success in their under- 
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taking seems to them to justify the 
means employed. So it was with the 
“robber barons” of a generation or 
two ago. The Gianninis weren’t kid- 
ding when they named their Number 
1 corporation “Transamerica”. They 
didn’t expect to limit their operations 
to the West Coast; they hoped and 
expected to push their domain clear 
across the country, and frankly, this 
country alone was not the limit of 
their ambitions. 

One might think that a banking 
empire such as the Gianninis have 
established would satisfy their lust 
for power; however, such was not 
the case, as Transamerica controlled 
numerous other business ventures. 
The tremendous ambitions of the 
Gianninis stagger the imagination of 
ordinary peopie. There seems to be 
no end to what they want. We have 
always been surprised that people 
of such marked ability fail to see 
what they are doing to the capital- 
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ing Decision 


Sy Sean Du Bote 


Secretary 
Independent Bankers Association 


istic system, a system under which 
they have secured so much. They 
should know that monopoly begets 
socialism and that if their empire 
grew large enough, it would be an 
invitation to nationalize banking. If 
banking were nationalized, it would 
be a definite step in the destruction 
of capitalism. When the greatest 
beneficiaries of the capitalistic sys- 
tem run amuck, they are destructive 
in the extreme of the system that 
built their greatness. 

To give a better picture of the ex- 
tent and magnitude’ of Transamerica’s 
holdings in banks and other business, 
we are quoting from the recommend- 
ed decision of Governor R. M. Evans, 
who acted as hearing officer. Some 
of these percentages have changed 
since this data was gathered. I be- 
lieve the most noticeable change is 
in the percentage of ownership by 
Transamerica of the Bank of Ameri- 
ca. When the data for this report was 
gathered, Transamerica owned 
22.88% of Bank of America. The 
latest report shows a deduction in this 
percentage to 7.66%. 

Originally, Transamerica held 
99% of the Bank of America, and 
through the years reduced the owner- 
ship percentage. When a seal is be- 
ing trained, it may be necessary to 
have the seal on a leash; later on, 
control can be exercised without the 
leash. It is our considered opinion 
that the influence of Transamerica 
is still dominant in the affairs of 
Bank of America, in spité of the fact 
that stock ownership doesn’t indicate 
control. In a large corporation where 
stock is scattered widely, a small 
minority block -of stock can control 
and often does control. 

Now follow extracts from Gover- 
nor Evans’ recommended decision: 
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At or about the time of the filing 
of the amended and supplemental 
complaint, respondent had acquired 
and owned, directly and through sub- 
sidiaries, voting stock in each of the 
following commercial banks in the 
states of California, Oregon, Nevada, 
Arizona and Washington, in the ap- 
proximate percentages of the total 
of such stock of each bank stated: 


IN CALIFORNIA 

Bank of America National Trust and 

Savings Association, San Francisco . 22.88% 
Central Bank, Oakland .................. 99.65 % 
The First National Bank of Garden 

Grove, Garden Grove M 
Bank of Pinole, Crocket ................. 92.31% 
Central Bank of Calaveras, San Andreas 92.50%, 
The First National Bank of Fairfield, 


PEEP ET ry 89.60 % 
The aga City National Bank, Temple 
chadet pede rehedavoksvariraeeetarece 86.67 % 


The First National Bank of Weed, Weed 90.00% 
First Trust se Savings Bank of Pasadena, 


ERE REL ONT ONT eh POET Te ere 97.78% 
The First National Bank of Bellflower, 
PE ing skp aUb Ree ERA reetrnes 95.00% 


First National Bank in Corcoran, Corcoran 92.00% 
The First National Bank of Los Altos, 


Les sie bea olan g Ose UNS « ey Sle 87.20% 

Bank of Newman, Newman ............. 87.83% 
First National Bank in Santa Ana, Santa 

ME Fo Sac cdg cans Si peee sa sy rennen tots 50% 
First National Trust and Savings Bank of 

Santa Barbara, Santa Barbara ...... 96.18 %, 

Bank of Tehachapi, Tehachapi .......... 92.50% 
The First National Bank of Crow's Land- 


ing, Crow’s Landing ............-.++5 89.60%, 
The First National Bank of San Jacinto, 


RS TOSS idence 64 920 ach esd rpenss 66.90 % 
Farmers & Merchants Bank of Watts, 

BW 2 UD hind ok ccpvucse Rest aupoense 97.50% 
The First National Ban of Mountain 

View, Mountain View ................ 15.63 % 
The First National Bank of Oakdale, 


Oakdale 93. 
First National anne ig in Turlock, Turlock 89. 14, 
Bank of B 93.00% 





First National Bank in Delano, Delano .. 90. 21%, 
American Commercial & Savings Bank, 

MAGOTPOTR ns dnc cc ccccsteevevecvesses 90.00 %, 
Stanislaus County Bank, Oakdale ....... 97.08 % 
IN OREGON 

The First National Bank of Portland, 

| RS SORE Eis See Ore 68.60 % 
The First National Bank of Forest Grove, 

Porat GOVE on. ccc cevccvcsccvccceees 00 % 
Coolidge & McClaine, Silverton ......... 98.13% 
Moreland-Sellwood Bank, Portland ..... 97.00 % 
Clatsop County Bank, Seaside .......... 97.00% 
The First National Bank of Cottage Grove, 

Cottage Grove .....cecssercceccsecese 00% 
The First National Bank of Prineville, 

PEIOUUNG ci ice ccc se ei nutveetescine 90.00 %, 
The Scio State Bank, Scio ............... 95.00 %, 
Bank of Sweet Home, Sweet Home ..... 97.50% 
The First National Bank of Eugene, 

RRS SON TEES Oe the Cet 98.20%, 
Benton County State Bank, Corvallis .... 97.33% 
Carlton State & Savings Bank, Carlton .. 90.00% 
Yamhill State Bank, Yamhill ........... 90.00 %, 
Monroe State Bank, Monroe ...........- 91.67% 
The First National Bank of Lebanon .... 86.00% 
State Bank of Malheur County, Ontario 94.60% 

IN NEVADA 
First National Bank of Nevada, Reno ... 99.10% 
Farmers Bank of Carson Valley (Inc.), 

POE sip na mone apibwbhnieace daee shes 88.00%, 

Bank of Nevada, Las Vegas ............- 70.00 % 


IN ARIZONA 
First National Bank of Arizona, Phoenix 80.83% 


IN WASHINGTON 
National Bank of Washington, Tacoma .. 62.30% 


In addition to the stocks owned as 
stated in the preceding sub-para- 
graph, Transamerica also owned, as 
of 1948, stock in banks, financial in- 
stitutions, and other corporations as 
follows: 

1. Banca d’America e 
92.59% of the capital stock. 

2. The National City Bank of New 
York, approximately 7.2% of the capi- 
tal stock. 

3. First Savings Bank of San Ja- 
cinto, California, 65.40% of the capi- 
tal stock. 

4. All of the stock of Capital Com- 
pany, engaged in the purchase, sale, 
leasing, management, and operation 


d'Italia, 
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of real estate, and in the leasing and 
operation of agricultural, oil, gas, 
and mineral land. This company su- 
pervises, maintains, and constructs 
propertics for its affiliated companies, 
and engages especially in the hand- 
ling of properties owned by or ac- 
— from affiliated banks. 
. All of the stock of Allied Build- 
‘ae ‘Credits, Inc., engaged in financing 
new construction, largely residential, 
and in reselling mortgages and in- 
stallment notes to banks, insurance 
companies, and other investors. In 
1948, this company purchased nearly 
$45,000,000 of notes and mortgages. 
6. All of the stock of Occidental 
Corporation, and in turn all of the 
stock of Occidental Life Insurance 
Company of California. This is the 
largest life insuranve company 1loca- 
ted on the Pacific Coast, having in 
1948 more than 15,000 sales represen- 
tatives and nearly $2,000,000,000 in 
life insurance in force. 


er the call 





7. All of the stock of Pacific Na- 
tional Fire Insurance Company, en- 
gaged in writing fire, automobile, and 
marine insurance. It had, in 1948, 
some 4,000 sales representatives and 
received in that year premium pay- 
ments of nearly $10,000,000. 

8. Through its subsidiary named 
in (7) above, all of the stock of 
Premier Insurance Company, engag- 
ed in writing automobile insurance, 
principally in connection with install- 
ment sales of automobiles. It re- 
ceived premium payments in 1948 of 
nearly $8,000,000. 

9. More than 99% of the stock of 
Adel Precision Products Corporation. 
This company manufactures tractors, 
aircraft parts and equipment, and 
other metal products. Its 1948 sales 
were more than $6,000,000. 

10. Eighty-six percent of the stock 
of General Metals Corporation. This 
company produces ferrous and non- 
ferrous castings and forgings, and 
had sales in 1948 of more than $9,- 
000,000. 


11. All of the stock of Enterprise 
Engine & Foundry Company. This 
company operates foundries and pro- 
duces Diesel engines, oil burner 
equipment, and other machinery. Its 
sales in 1948 were more than $8,000,- 
000. 

12. Slightly over 60% of the stock 
of Columbia River Packers Associa- 
tion, Inc. This company operates 
fisheries and processing plants, and 
markets canned salmon, tuna, crab- 
meat, shad roe, and frozen fish. Its 
sales in 1949 were more than $12,- 
000,000. 

13. More than 99% of the stock of 
Corporation of America. This com- 
pany, as of 1948, was engaged only 
in acting as trustee under deeds of 
trust in which respondent and its 
affiliated companies were named as 
beneficiaries. 


14. All or a substantial part of the 
stocks of various other companies, 
including Inter-America Corporation; 
American Brokerage, Inc. (inactive); 
The Axton-Fisher Tobacco Company 
(in liquidation); Coast Service Com- 
pany; and Timeplan, Incbrporated 
(inactive). 


tt 


The board of governors in the near 
future will render its decision. From 
our point of view, it is hardly con- 
ceivable from the evidence submit- 
ted that it will disagree with the 
hearing officer. If it finds against 
Transamerica, the case undoubtedly 
will be appealed to the courts; if it 
should find in favor of Transamerica, 
it would be a severe blow to indepen- 
dent banking, and at the same time a 
blow to the Federal Reserve System. 

If banking is concentrated in few 
hands, the Federal Reserve System 
would not have the strength to en- 
force its decisions to function as it 
should. If the board should find for 
Transamerica, independent banking 
must secure adequate bank holding- 
company legislation quickly or in- 
dependent banking will start to 
wither away. 

Regardless of the final decision, 
bank holding-company _ legislation 
must be secured. Holding-companies 
must be adequately regulated. The 
Congress must lay down regulations 
— yardsticks which the board can 
easily follow. The Clayton Act. is 
difficult legislation under which to 
proceed. This action against Trans- 
america by the board of governors, 
this hearing on the case, points 
dramatically to the need for adequate 
bank holding-company legislation, 
and time is of the essence. END 
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@ fhe Three C’s of Credit, a la 1952: 


Capacity to Produce 


Character of National Requirements 


Capital to Finance a Sound Economy 


How bank credit policies in 1952 
can best serve the public interest got 
the rapt attention of more than 1,000 
credit-minded bankers and industria] 
leaders at last month’s fourth annual 
National Credit Conference in Chica- 
go. Sponsored by the American 
Bankers Association, the three-day 
meeting pointed squarely at the fact 
that sound bank credit policies in- 
volve two basic considerations in the 
present situation of international un- 
rest: 

1. Banking must view its over-all 
responsibility regarding lending in 
terms of the existing economic en- 
vironment. It is an environment that 
is dificult to appraise. Bankers must 
recognize the necessity for continued 
adherence to the principles of the 
voluntary credit restraint program. 
They must continue to fill all sound 
requirements for defense and essen- 
tial civilian activities, but must con- 
stantly guard against the misuse of 
bank credit facilities for speculative 
purposes. 

2. Bankers must give wise counsel 
to their customers. Speakers stressed 
the need for providing individual 
borrowers and businesses with sound 
advice as to the proper use of credit. 
If bankers ever lose this important 
function of entering into a partner- 
ship counsel with their customers. 
they will expose themselves to the 
dangers of government banking by 
arbitrary regulation. 

On both counts, America’s bankers 
can be counted on to come through. 
The president of the A.B.A. — C. 
Francis Cocke of Roanoke, Virginia 
— declared that as long as the gov- 
ernment follows a hands-off policy 
on the private credit system, our 


January 1952 


By Staff Representative 


banks will deliver appropriate action 
for the best interests of the economy. 

“With 15,000 banks in the country, 
to change the credit stream from one 
of free flowing to one of restraint 
in a short space of time, is to expe- 
rience a severe test of leadership,” 
said Mr. Cocke. “But it has been 
done time and again with success. It 
is to the credit of the bankers of this 
country that all through these years 
they have responded to the appeals 
of their leaders for appropriate 
action. 

“The banking system is again tak- 
ing the challenge in its stride. This 
time we helped to evolve the volun- 


Exclusive 
Pictures 
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National Credit Conference 
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tary credit restraint program, to 
which the support of banks is giving 
such good effects throughout the 
country. Voluntary programs are 
effective only because those who are 
a part of them have confidence in 
their leaders. That has been demon- 
strated in commercial banking time 
and time again, despite those who 
have said it can’t be done.” 

It is vital that there be no neglect. 
said he, in individual and collective 
responsibilities for making certain 
that the economy emerges from the 
defense program as sound as when 
it was begun. 


“The basic purpose for our pre- 
sence at this meeting is to preserve 
the heritage of private-chartered 
banking. Banking is a service indus- 
try. When it fails to serve — and 
serve well — it faces the danger of 
being destroyed. 

“We must not — and shall not — 
abandon our leadership. If is in these 
terms that we approach the problem 
of bank credit in 1952. 

“In these days, there is no room 
for speculation. There is a genuine 
need for the capital that makes the 
production and distribution of es- 
sentials. Bank credit wisely applied 
will help us to carry through. Bank 
credit unwisely used could cause ir- 
reparable damage. 

“No defense can be built. no war 
can be won, no inflation can be lick- 
ed, without maximum production. 
Bank credit must continue to strive 
toward that goal: more goods and 
services. 

“You must recognize your respon- 
sibility for seeing that credit is ex- 
tended only in ways that will aid, 
and not hinder, the defense effort. 
Equally as important, you must make 
your views clearly known to your 
customers. In this regard, statesman- 
ship is synonomous with salesman- 
ship. You must be able to sell your 
customers on the idea. that they 
share the responsibility for sound 
uses of credit in this emergency. It 
should pay you well in the future 
years to adopt a partnership of re- 
sponsibility with businessmen today. 
You might carry out this idea in your 
own communities as the occasion 
may arise, and thus arrive at a clear- 
er understanding of what the prob- 
lems of both business and banking 
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are during this period of uncertain- 
ty.” 

Theme for the three days, as 
voiced by Fred F. Florence of Dallas, 
chairman of the A.B.A.’s_ credit 
policy commission, who presided 
over the conference, was: “The Three 
C’s of Credit Have a New Significance 
for 1952: Capacity to Produce .. . 
Character of Our National Require- 
ments Capital to Finance a 
Sound Economy”. 

Strong pressures to build many 
new homes were predicted at the 
meeting by Joseph Earl Perry of 
Newton, Massachusetts, president of 
the A.B.A.’s savings and mortgage 
division, 

“A steadily increasing and shifting 
population, changes in tastes, dis- 
coveries of new building materials, 
and the inexorable march of depre- 
ciation and obsolescense, all contri- 
bute their pressures for more hous- 
ing,” said Mr. Perry. “Easy credit 
and political expediency will add 
their vast tmpetus in the same direc- 
tion. In opposition will be the damp- 
ening influence of high costs, eco- 
nomic uncertainty, scarcity of ma- 
terials, and government restriction. 
To an unprecedented degree, the 
vicissitudes and influences of politics 
and government are over-riding the 
normal forces of economics.” 

One thing seems certain for this 
new year, Mr. Perry stated: there 
will be no lack of funds seeking 
mortgage investment, and at the pre- 
sent rate of growth in savings 
throughout the country, the situation 
will become increasingly more pro- 
nounced. 

“Saving in commercial banks, mu- 
tual savings banks, and savings and 
loan associations increased by some 
$2 billion in the first six months of 
1951,” said he. “Money of this char- 
acter traditionally seeks long-term 
investments such as mortgage loans, 
as distinguished from short-term in- 
vestments. The growth in savings ac- 
counts and the desire for granting 
mortgage loans run hand-in-hand. 
No other investment as an outlet for 
savings is more attractive, and now 
that United States government bonds 
seem fairly well stabilized, there 
should be little hesitation about plac- 
ing money in this type of investment, 
providing the return is reasonably 
attractive and the security fundamen- 
tally sound. 
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T. W. JOHNSON 
“Know-How is Fundamental” 


“With this continual growth, com- 
petition for mortgage loans is likely 
to get keener in the months ahead.” 

T. W. Johnson of Los Angeles, 
second vice president of Robert Mor- 
ris Associates, told the conference 
delegates that the making of defense 
loans -requires special knowledge 
and special handling not necessary 
for ordinary extension of credit. The 
know-how of the borrower is parti- 
cularly important in this type of 
loan, he said. Some banks have set 
up special departments to handle 
them, and he expressed the opinion 
that this certainly would seem de- 
sirable if there is any volume. 

“Aside from the close credit con- 
trol and rigid follow-up needed, a 
knowledge of the laws and various 
regulations affecting such credits, in- 
cluding the laws pertaining to as- 
signments, is required,” Mr. John- 
son emphasized. “For the most part, 
these credits are weak, as compared 
to the ordinary pattern, and hence 
require the closest of attention. 

“Know-how is fundamental. The 
ability to complete the contract is 
more important that the proportions 
of the financial statement.” 

Mr. Johnson declared that in many 
defense production loans, banks can- 
not and should not take the full risk 
involved. In these instances, “V” 
Loan partial guaranty is justifiable. 

“A good argument could be made 
for the contention that if the risk in- 
volved cannot be taken 100% by the 


bank, it is not logical that 10% or 
any other portion is any better. How- 
ever, we are in a critical period in 
our country’s history. Banks have 
a job to do. And for this reason, logic 
should not and cannot be controlling. 
Without this credit, not a gun could 
fire, not a plane could fly.” 

Speaking of the voluntary credit 
restraint program, Rudolf Smutny of 
New York, member of the national 
committee, said that the measure of 
its success or failure should be the 
diversion of loans to production for 
defense, not the reduction of loans. 

“T regret that this program is call- 
ed the voluntary credit restraint pro- 
gram,” declared Mr. Smutny, part- 
ner in Salomon Bros. & Hutzler, in- 
vestment firm. “It seems to me that 
it would be much better if the em- 
phasis were upon the affirmative side, 
and not the negative. I would have 
preferred that this committee had 
been called the voluntary committee 
to provide credit for defense produc- 
tion.” 

The investment banking industry 
has shown through its wholehearted 
cooperation with the voluntary credit 
restraint program and the denial of 
potential profits, that the greatest 
contribution it can make to defense 
production is to preserve the profit 
incentive of the free enterprise sys- 
tem, he pointed out. “Defense is 
everybody’s business.” 

Other headliners on the program 
included: 

@ DeWitt Ray of Dallas, Texas, 
member of the advisory council, 
Board of Governors of the Federal 
Reserve System, on “Credit Policy 
Issues Facing Bankers”. 

@ Edwin P. Neilan of Wilming- 
ton, Delaware, chairman of the A.B. 
A.’s committee on service for war 
veterans, on “Credit for Veterans”. 

@ Ross D. Siragusa of Chicago, 
president of Admiral Corporation, on 
“The Future in Radio, Television 
and Appliances”. 

@ E. C. Sammons of Portland, 
Oregon, member of the credit policy 
commission, on “Commercial Lend- 
ing in 1952”. 

@ Henry H. Heimann of New 
York, executive vice president of Na- 
tional Association of Credit Men, on 
“The New Tax Bill: Its Effects on 
Credit and Business”. 

@ Paul M. Welch of Atlanta, 
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chairman of the A.B.A.’s consumer 
credit committee, on “Consumer 
Credit in 1952”. 

@ Arthur F. Maxwell of Bidde- 
ford, Maine, member of the A.B.A.’s 
small business credit commission, on 
“The Story of the Credit Develop- 
ment Corporation of Maine”. 

@ Stuart Symington of Washing- 
ton, administrator of the Reconstruc- 
tion Finance Corporation, on “The 
New Concepts of the RFC”. 

@ Jesse W. Tapp of San Francis- 
co, member of the A.B.A.’s agricul- 
tural commission, on “Agricultural 
Problems in 1952”. 

@ Oliver S. Powell of Washing- 
ton, member of the Board of Gover- 
nors of the Federal Reserve System 
and chairman of the national com- 
mittee on voluntary credit restraint 
program, in an explanation of the 
program. 

~@ Clyde S. Martin of Tacoma, 
chief forest counsel of Weyerhaeuser 
Timber Company, on “Aspects of 
American Forest Problems”. 

@Earl L. Butz, economist of Pur- 
due University, Lafayette, Indiana, 
on “Economic Possibilities in 1952”. 


Presiding over the meeting's five 
business sessions were: Guy Sturgeon 
of Sheridan, Wyoming, president of 
Independent Bankers Association and 
president of the A.B.A.’s state bank 
division; W. Harold Brenton of Des 
Moines, A.B.A. vice president; 
Everett D. Reese of Newark, Ohio, 
chairman of the A.B.A.’s_ small 
business credit commission; Charles 
H. Buesching of Fort Wayne, India- 
na, president of the A.B.A.’s national 
bank division, and Mr. Florence. 

Heading the Chicago committee 
handling the conference was George 
R. Boyles, president of Mefchants 
National Bank. Committee members 
included Richard A. Aishton, vice 
president of Continental Illinois Na- 
tional Bank & Trust Company; Gay- 
lord A. Freeman, Jr., vice president 
of First National Bank; Joseph R. 
Frey, president of Lake Shore Na- 
tional Bank; David B. McDougal, 
vice president of Northern Trust 
Company; George A. Malcolm, pres- 
ident of Drovers National Bank, and 
Vincent Yager, vice president of 
arris Trust & Savings Bank. — END 


Easter Week is the big time for 
fireworks in Latin America. 
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Here are samples of a cooperative 
advertising program launched by a 
group of eight home-owned indepen- 
dent banks. By joining together, as 
many other independent banks could 
do, these eight institutions have been 
able to afford repetitive insertions 
in the newspapers and to achieve ex- 
cellent copy preparation by profes- 
sionals. Repetition and effective copy 
are prerequisites to a successful ad- 
vertising program. 

The dog illustrations themselves 
are pleasantly eye-catching, as wit- 
ness the three samples here repro- 
duced. A clever tie-in is developed 
between the illustration and _ the 
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| ADVERTISERS 
in The Independent Banker 


_ Deserve Your Consideration! 








We're Spotted All Over Town 
Your Friendly | 








friendliness, faithfulness, dependa- 
bility of the advertising banks. 

In the lower sections of the ads — 
not reproduced here — are listed 
the independent banks by namé, by 
address —- and by telephone number. 
For all local advertising, we feel 
phone listing to be an important in- 
vitation to business. 

In the center section of the second 
sample ad shown here, is the appeal 
of 214% interest on time deposits. 
This was chosen as an effective an- 
swer to the advertising being broad- 
cast by several local building and 
END 


loan associations. 
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3. Possibly comparing notes as to which of their state university teams 
—Wisconsin or Illinois—would have fared best against Stanford in the 
Rose Bowl football game, are (left to right): C. M. Christiansen of Mil- 


waukee; Harry E. Strand of Cashton, Wisconsin; H. F. Ibach of C 0; 
Dayton F. Pauls of Sheboygan, Wisconsin; C. A. Kambe of Mj ; 


1. Partial view of the packed house at second afternoon's session, pre- 
sided over by president of the Independent Bankers Association, Guy 
Sturgeon of Sheridan, Wyoming, in his capacity as president of the 
American Bankers Association's state bank division. Man immediately to 
right of the numeral indicator is J. H. Pullman of Sidney, president of the 
lowa Bankers Association. Maybe you'll know some of the others, even 
spot yourself in the crowd. 


2. Mr. Sturgeon makes introductory remarks at the business session 
ver which he was presiding officer. 
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Roy E. Kileen of Chicago. 


4. “All ears” during one of the sessions, these delegates were caught 
in a close-up. From the left in the first row are: A. T. Huizinga of -Pitts- 
burgh; lL. H. Eckhardt of Baraboo, Wisconsin; F. A. Anderson of Monti- 
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cello, Illinois; H. W. Pribnow of Mankato, Minnesota; J. E. Royall of 
Phoenix, Arizona; T. Norman Muhifeld of Richmond, Virginia. 


5. Stuart Symington (left), administrator of the RFC, Washington, visiting 
W. H. Brenton of Des Moines, A.B.A. vice president. 


resentatives of three neighboring Midwest states were snapped 
in @ corridor, From the left: A. T. Donhowe of Des Moines; H. R. Kill- 
inger of Hebron, Nebraska; John Carlander of Faribault, Minnesota. 


7. Telephoning from the information desk outside convention hall is H 
H. Peyton of Duluth. The ladies are Louise Turner (left) of A.B.A. office 
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in New York, and Roberta Durham of Chicago. 

8. Quartet of National Credit Conference officials are shown together. 
From the left: Wyoming's Guy Sturgeon, |.B.A. president; C. Francis 
Cocke of Roanoke, Virginia, A.B.A. president; William B. Gladney of 
Baton Rouge, Lovisiana, A.B.A. treasurer; George R. Boyles of Chicago, 
lecal chairman. 

9. Three old friends enjoy a hearty chat. From the left: U. V. Wilcox, 
editor of Washington “Banktrends”, Washington; Lester Gibson, director 
of A.B.A. news bureau; Ben DuBois, secretary of Independent Bankers 


Association. 
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Speaking of Creasure ... 


Tue undersigned _inde- 
pendent unit banks of Montana — “The Treasure State” — highly treasure the 
American way of life. 





We highly treasure the principle of local control of money and credit through 
independent unit banks. 


We treasure the principle of home rule in local government, local industry and 
local banking. 


We treasure America’s time-tested free enterprise system, and we treasure its 
time-tested independent dual banking system. We believe that the independ- 
ent unit bank, exercising for its local community free local control of money 
and credit, is an essential element in the American way of local enterprise and 
private initiative. 


We believe it to be the duty of American banking to treasure its heritage of unit 
banking and to constantly strive to make it stronger and more aggressive. 


We salute the Independent Bankers Associations of America and all of their 
members, and we salute “The Independent Banker” in its firm purpose to serve 
us in the American way. 
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THE BANK OF BAKER SECURITY TRUST & SAVINGS BANK GALLATIN TRUST and SAVINGS BANK 
BAKER BILLINGS BOZEMAN 


THE YELLOWSTONE BANK FARMERS STATE BANK of CONRAD DEER LODGE BANK and TRUST COMPANY 


COLUMBUS CONRAD DEER LODGE 
FIRST NATIONAL BANK CONRAD NATIONAL BANK 
GLASGOW KALISPELL 


CITIZENS STATE BANK MEYER & CHAPMAN STATE BANK 
HAMILTON RED LODGE 


FIRST NATIONAL BANK THE RICHLAND NATIONAL BANK 
MISSOULA SIDNEY 


BASIN STATE BANK THE CITIZENS STATE BANK of SCOBEY 
STANFORD SCOBEY 


All Members of Federal Deposit Insurance Corporation 
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By 9. Stanley Weis 


President, National Bank of Mattoon 
Mattoon, Illinois 


Two old well-established banks 
consolidated in 1911 to form the Na- 
tional Bank of Mattuon, retaining 
all personnel. It took 35 years to 
erase, correct and absorb the surplus 
of management thereby resulting. In 
1946, I was the only ofhicer of the 
original team remaining. 

We had just finished a two-year 
rehabilitation and improvement pro- 
gram, had what we like to think was 
one of the modern banks of the state, 
and were all set to rest on our oars 
and let the business roll in — when 
the cashier said, “Do you know we 
have spent $160,000 on the physical 
assets of the bank, and not one cent 
on the human beings within, who 
constitute the greatest asset of any 
bank?” 

With this remark came the stark 
realization that we had only begun 
to marshall our resources. 

The five years that followed this 
remark in mid-1946 have been full 
of intensified efforts toward develop- 
ment of a. “management team” — one 
capable of coping with present-day 
problems, as well as those in the 
years ahead, of a bank having a far 
higher financial-level clientele. In 
building this team we have discover- 
ed several important fundamentals 
that seem to us very essential. Among 
them are: 

1. It is important to have as many 
men as possible to look at when 
choosing an officer at any level, and 
certainly more than one. 

2. It is equally important to have 
under-studies, else one cannot pro- 
mote, and to be mindful of age spac- 
ing in selecting officers and trainees 
in any long-range succession plan. 
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Compiled from an Address at the Recent 
Illinois Bankers Conference in Urbana. 


3. It is important to know the po- 
tentialities of all officers and trainees 
within the organization, and to deter- 
mine just what deficiencies exist, if 
any, and at what levels. 

4. It is important to base the 
measurement of men upon their de- 
sires and abilities to solve problems, 
and their capacities to handle the 
human relations involved; in con- 
sidering promotions and salary in- 
creases, to treat seniority as one but 
not the sole factor. 

5. It is important to provide a 
proper educational and training pro- 
gram for any field of deficiencies 
existing, if abilities warrant. 

6. It is important to have the 
courage to go outside to secure 
officers and trainees, rather than pro- 





J. STANLEY WEIS 
Discusses “Management Team” 


mote a person into a position over 
his head. 

7. It is important when selecting 
officers and trainees from the outside 
to give consideration to elevating the 
standards of education as an employ- 
ment requirement. 

8. It is important to realize that 
all cannot reach the top, that in the 
process of growing it is well to un- 
derstand and have it fully understood 
by all, that people can grow hori- 
zontally as well as perpendicularly 
— out, as well as up. 

9. It is important to have not 
only the courage, but the willingness, 
to delegate administrative, executive 
and supervisory responsibility 
throughout the organization, and 
grant enabling authority. 


10. It is important to provide for 
the timely moving out of all per- 
sonnel who have reached their zenith 
and have started to decline, especial- 
ly the top men, and to recognize it is 
essential even for some good men 
who have not reached their zenith to 
sometimes leave for better jobs be- 
cause they have grown faster than 
opportunities present themselves. 


11. It is important in many small 
banks, and especially the smaller 
ones, to think of these banks as 
training grounds for greater oppor- 
tunities, or as stepping-stones to good 
positions in larger banks. The turn- 
over might be greater, but the quality 
of the personnel would likely im- 
prove. No finer place exists than in 
these so-called country banks for 
over-all training. 
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12. It is important to have a plan 
of exposure of officers and trainees 
to board members, in order that they 
may be able to act intelligently upon 
recommendations for promotions 
and salary increases. 

13. It is important to provide 
proper and adequate compensation, 
but it is well to understand that com- 
pensation is in no way the ruling 
fundamental. Men want to play up to 
their full possibilities. 

14, And lastly, it is important to 
understand, in dealing with manage- 
ment problems, that the top level 
is the one to really be concerned 
about. If the right men are function- 
ing on this level, and pulling as a 
team, underneath problems just na- 
turally get solved and disappear. 

These fundamentals have all been 
kept in mind, sometimes unawarely, 
perhaps, in building the manage- 
ment team at the National Bank of 
Mattoon. They have contributed im- 
mensely in our planning toward the 
laying of the foundation for manage- 
ment teams that are to follow in the 
years ahead. 

Now, with these fundamentals in 
mind as a background, may | tell 
you of the specific approach that has 
been made in the National Bank of 
Mattoon toward building the manage- 
ment team for succession. Will you 
please keep in mind, however, that 
in no way is it claimed to be the 
only approach to the problem. It is 
merely one approach, one which is 
seemingly meeting particular 
rieeds. 

RETIREMENT PLAN. In 1946 a 
pension was arranged for a retiring 
president. This was the beginning of 
a retirement plan finally completed 
and put into operation in 1949, cov- 
ering all employees. There are now 
four on the retirement plan — a jani- 
tor. a policeman, a clerk and a form- 
er president. 


EVALUATION. Each man in the 
bank has been personally evaluated. 
They have been measured by com- 
petent evaluators for their intellec- 
tual capacity, their emotional stabil- 
ity, their skill in human relations, 
their insight into human behavior, 
and their ability to organize and di- 
rect. The strong and weak points of 
each individual have not only been 
pointed up, but the strong points 
have been further strengthened by 
channeling each in the direction he 


our 
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can best serve, and by playing up the 
strong factors and playing down the 
less favorable. 

This all came about four years ago, 
when a friend with a large manufac- 
turing company related his ex- 
perience in this connection. It just 
so happened that at that time we 
were bogged down. We had been in 
our program for about a year, and 
were not accomplishing what I, at 
least, had hoped in the way of leader- 
ship development. 

The firm was checked and .sought 
out. I submitted myself for evalua- 
tion. Having learned of it, my associ- 
ates indicated they wished to do like- 
wise. So we made a bank affair of it 
and continued gradually throughout 
the entire organization, all on a vol- 
untary basis. 


PIPPI IPIPPIPEPE 


Dundamentals 


1. A retirement plan. 

2. A system of recruitment, eval- 
vation, measurement, training, edu- 
cation and age-spacing. 

3. A system of responsibility 
division into levels, across the 
board as well as perpendicularly, 
into which, according to their indi- 
vidual abilities, are fitted the 
members of the management team, 
who are measured for performance 
and so promoted and compen- 
sated. 

4. A long-range plan. 
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After checking my procedures, I 
found I had not been too skillful in 
handling human relations. Most of 
the trouble in the lack of leadership 
development I myself desired, was 
due to my own blocking. I honestly 
thought I was doing a good job. My 
methods were all wrong. They were 
not the kind that get things done 
through people. | had to go back to 
school. Once these blocks were re- 
moved, the men began to grow and 
develop. 


What were some of the things I 
was doing? 

1. I was unknowingly having all 
the men coming to me. 

2. I was unknowingly insisting on 
having the last say. 

3. 1 was unknowingly 
not leading. 

1. | was unknowingly failing to 
delegate. 


drivin, 


I was tossing the ball to them, but 
they tossed it right back in my lap. 
I was insisting that jobs had to be 
done right now, my way. | showed 
them, and told them. Route 45 was 
the best way to Chicago — it was the 
way / went. They soon learned that 
if they stalled long enough, I would 
finally solve the problem myself, 
and this is exactly what they did. 
The funny thing about it was that 
I didn’t realize these things were 
happening. 

HUMAN MEASUREMENT. 
some three years the employees have 
been interviewed annually on the an- 
niversary month they came to the 
bank. At this interview they are 
measured by each supervisor for 
whom they work, and the personne! 
officer, for performance, new assign- 
ments during the year, and possibil- 
ities of taking on new responsibili- 
ities. At this time a salary increase 
is discussed, considered and recom- 
mended. We have found this inter- 
viewing is splendid training for the 
interviewer. 


For 


In connection with officers and 
trainees, we go considerably further. 
A member of the firm which we em- 
ploy to do our evaluating makes 
monthly or bi-monthly visits to the 
bank of one or two days’ duration, 
for individual consultation purposes. 
These men are brought in as we feel 
the need. They do not profess to 
know banking. They call themselves 
“psychological consultants to top 
management”. It is amazing with 
what accuracy they arrive at their 
conclusions. We are just finishing 
our fourth year with them. 


Qur men voluntarily make known 
their desire to be scheduled for an 
individual consultation. Every mi- 
nute of the two days is fully occu- 
pied. If any individual is having 
dificulty in his administrative, exe- 
cutive or supervisory work, or, for 
that matter, if I or any other mem- 
ber of the management team is get- 
ting in his hair, he has an opportun- 
ity to discuss it with the consultant, 
and the top management has _ the 
benefit of the consultant’s observa- 
tions-and measurements in the growth 
of the individual, although nothing 
of a confidential matter is disclosed. 


No longer do we make salary ad- 
justments in January or at any fixed 
time. Salary increases are considered 
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throughout the year and on a merit, 
ability and promotional basis, and as 
to the individual only, and not just 
because someone else got a raise or 
another year has passed. 

EDUCATION AND TRAINING. 
Five years ago — by its now usual 
practice of building its programs 
and policies from the bottom up — 
the National Bank of Mattoon set 
up and outlined a comprehensive 
program for educational and train- 
ing methods. Luckily, we built bet- 
ter than we knew. A review shows 
most of it has been or is being car- 
ried out. 

STUDY CLASSES. One of the very 
first things inaugurated were weekly 
study classes attended by officers and 
employees who wished to participate. 
All officers did. The bank itself was 
the subject for some three years. It 
was literally dissected by the officers 
and supervisors who conducted the 
study meetings. Every phase was gone 
into. We found this was not only 
good information for the employees, 
but good training for the officers and 
supervisors, as well. 


CONVENTIONS. We early recog- 


nized a new clientele was in the mak- 
ing. This new clientele was much our 
same old customers, but on a far 
higher plane of financial status, and 
they were going to have to be so 
dealt with. Management, too, was go- 
ing to have to get up on that plane 
in its thinking and ability to cope 
with larger and larger transactions. 
To broaden the thinking of our men, 
and especially the younger officers, 
they have been routed all over the 
United States to financial and other 
related conventions: to Boston, San 
Francisco, New York, Kansas City, 
Tulsa, Dallas, Hollywood (Florida), 
Cleveland, Baltimore, Atlantic City, 
Peoria, Indianapolis, Chicago, St. 
Louis, and other points. One was 
scheduled for New Orleans in Octo- 
ber and another for Hollywood, 
Florida in November. 

ADULT EDUCATION. Encourage- 
ment is given to participate in adult 
education at the local high school. 
In 1949 there were six officers and 
12 employees attending courses in 
public speaking, typing, sewing, 
leathercraft and Spanish. 


3ASIC ECONOMICS. In 1950 a 


13-week program on the basic eco- 
nomics of business was put on in 
the bank by a representative of a 
recognized company specializing in 
this work, in which all employees, 
officers, directors and other guests 
participated. 

A.1.B. COURSES. Last year an as- 
sistant cashier taught an A.I.B. class 
of 12, all from our bank, and he has 
arranged another one for this year. 

RELIGIOUS, CIVIC, PUBLIC 
AFFAIRS. Everyone in our bank is 
encouraged to participate in re- 
ligious, civic and public affairs and 
group gatherings. We want them to 
mix and mingle into every phase of 
community life, do it on their own 
initiative, and bring us the bill. We 
hold that if they are to sell the bank, 
they must first sell themselves. 

FINANCIAL READING. The Chi- 
cago Journal of Commerce edition of 
the Wall Street Journal, and the 
American Banker are sent daily to the 
homes of all officers, as well as three 
banking magazines monthly. 

BUSINESS COURSES. Ope of the 
younger officers has just finished the 
three-year school of banking at the 
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University of Wisconsin. He is now 
a trust officer. Another completed 
last August the two-year school in 
public relations at Northwestern 
University. He is now cashier. An 
assistant cashier previously did like- 
wise at Northwestern. He now is a 
vice president. Further attendance at 
these schools is being scheduled. 

Other schools attended by various 
men are: a two-week real estate ap- 
praisal school at the University of 
Illinois; a two-week small business 
conference at the University of Chi- 
cago; a one-week freedom forum at 
Harding College in Searcy, Arkansas ; 
a one-week management institute for 
young businessmen at the University 
of Illinois, and several correspon- 
dent bank clinics. 

GENERAL OBJECTIVES. In gen- 
eral, we wanted our men to accrue 
the benefits of traveling and group 
participation, to sleep on Pullmans, 
eat in diners, meet and talk to 
strangers, widen their acquaintance, 
rub elbows and exchange views with 
bankers .in higher positions than 
themselves, learn new techniques, 
and get away from their work to get 
a better perspective of their man- 
agement jobs by looking back at 
over-all goals and objectives when 
not involved in the cobwebs of de- 
tails and little annoying problems of 
their daily work, and have a better 
insight into human behavior. 

PARTICIPANTS. The persons 
participating in these schools and 
conventions are chosen with consid- 
erable care, keeping in mind who 
needs what, and broad coverage of 
the institution. All is on a voluntary 
basis. No one is forced or overly 
urged to attend. As a part of the 
training, all participants give a full 
account and report to all at the first 
monthly meeting of employees, to 
the officers at the weekly staff meet- 
ing, and to the directors at board 
meetings. 

HEALTH EXAMINATIONS. A 
health certificate is one of the em- 
ployment requirements for new em- 
ployees. However, as an added pro- 
tection to qur management team, each 
member was asked last year to pass 
through a complete and thorough 
clinical examination, with reports to 
the president. 

SERVICE RECOGNITION. At the 
initial service recognition dinner, 
given last June, at which the members 
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ASSISTANT CASHIER WANTED 


Experienced teller — payer, receiver and 
note teller — one who can qualify as assis- 
tant cashier. Good opportunity for right man. 
Town of over 6,000 in southeastern Illinois. 
Deposits over $4 million. Give experience, 
present salary and connection. All replies will 
be held strictly confidential. Write: Box 113, 
The Independent Banker. 














COIN COUNTERS FOR RENT 


No investment to become obsolete, no ex- 
pensive depreciation to charge off, when you 
install one of our modern coin counting ma- 
chines. Write for generous rates. WATKINS 
COMPANY, Napoleon, Ohio. 





ASSISTANT TO MANAGING OFFICER 


Good bank of over $2' million in thriving 
Minnesota community of more than 1,000 
population, wants energetic man to assist 
managing officer. Address: Box 114, The In- 
dependent Banker. 





TWO YOUNG MEN 


Need a pair of young men; bright, ener- 
getic, interested in learning the banking 
business. Must have high school education. 
Address: Box 115, The Independent Banker. 





ASSISTANT IN MONTANA 


Here’s a real opportunity for a bank assis- 
tant in a good Montana town. The right man 
can work himself up into position of manage- 
ment in the institution. Address: Box 116, The 
Independent Banker. 





EXPERIENCE NOT NECESSARY 


We are looking for a young man willing 
to work, with an eye to advancement. Ex- 
perience not necessary, but some experience 
desirable. Address: Box 117, The Independent 
Banker. 





OPPORTUNITY FOR YOUNG MAN 


$10,000,000 bank in town of 10,000 popu- 
lation needs an experienced young man for 
position of opportunity. Address: Box 118, 
The Independent Banker. 





HAVE YOU BANKING EXPERIENCE? 


Fine bank in good-sized community wants 
experienced young man for teller, with chance 
to move up. Address: Box 119, The Indepen- 
dent Banker. 





OPENING FOR MAN 


Farming ity, excellent bank, look- 
ing for a young man with agricultural back- 
ground who can develop into a key man in 
the organization. Address: Box 120, The In- 
dependent Banker. 
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CAN SERVE YOU! 











of the board of directors were hosts, 
the chairman of the board presented 
service emblems to 20 employees for 
five, 10, 20, 30 and 40 years of ser- 
vice. This dinner was attended by all 
employees, officers, directors, and 
their wives and husbands. 

COSTS. All fees, travel expense, 
and other out-of-pocket expenditures 
in connection with the program out- 
lined, including the expenses of 
wives when traveling with husbands 
— which we encourage — have been 
paid in full by the bank. We say to 
our people, “Wherever you go, re- 
member you are representing the 
National Bank of Mattoon. Don’t be 
extravagant, but hold up its pres- 
tige”. The honor system is used, and 
no accounting or detailing required. 

COMPENSATION. A cost-of-liv- 
ing bonus and a salary bonus were 
made a part of the salary plan in 
1947. Total salaries, including bonus- 
es, last year were 38.7% of gross 
earnings, 22% higher than the state 
average. The total for the current 
year will be about 43 % of the gross. 

EXPOSURE TO BOARD. For sev- 
eral months previous to a scheduled 
arrangement for promotions, it has 
been our practice to have heads of 
departments sit in at board meetings 
and give their own individual re- 
ports pertaining to their departments. 

It will be noted that these conven- 
tion, school and department reports 
are a means of exposure of the men 
to the board members who have an 
opportunity to observe them in 
action, that they may act intelligently 
upon recommendations for promo- 
tions and salary increases. 

RESPONSIBILITY AND DELE- 
GATION. Levels of administrative. 
executive and supervisory responsi- 
bility have been established along 
functional line departments, a few 
separated and some with considerable 
overlapping. The responsibilities are 
being equalized and leveled out, with 
rank and seniority minimized. Each 
of the officers majors in one capacity 
and minors in other capacities. In 
other words, they wear more than 
one top hat. These men classify 
themselves in more or less natural 
groups of different levels, from which 
promotions can be made and the va- 
cancies filled from the lower levels, 
or across the board, based upon abil- 
ity, rather than seniority as the sole 
factor. 
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Having only 10 officers, we had to 
find a way to get our small group of 
officers into a playing position of 
more than one level of equal respon- 
sibility and more than one officer in 
each level if we were to have more 
than one person to look at when 
making promotions based upon abil- 
ity and performance. One way we 
found this could be accomplished 
was to divide up the total responsi- 
bility into functional departments, 
each under an officer. 

The heads of these departments 
and their sub-departments form a 
team and work under the head of 
each main department. A manager in 
one field becomes a subordinate in 
another field, but responsibility is 
definitely fixed in the head of the de- 
partment. Being relieved of all de- 
tails and operational supervision, 
these men are expected to be real 
developers of business. 

Let me illustrate: the vice presi- 
dent who heads up the loans and in- 
vestments department is responsible 
' to the president and the board of di- 

rectors for all loans and investments. 

He can make any size, type or char- 

sal acter of loan that he desires, so long 

oe “=? as it falls within the general policy 
| 


and does not exceed the bank’s limit. 


He likewise can delegate all, or to 
what extent he chooses, that author- 
ity to any or all of his men, five in 
number, working under him in the 
functional capacity of loans. In most 
instances he does delegate the full 
authority. He refers to the executive 
committee such loans prior to their 
making, as he sees fit. Few are sub- 
mitted in advance, but before he turns 
down a loan of any size or conse- 
quence, it must be referred. He there- 
fore can say “Yes”, but not “No”. 
You see, we are warming up the 

blood of the coldblooded banker. 
Working under him in loans are 
three officers, each heading up a 
main department of his own, and two 
) heading up sub-loan departments. 
These men are encouraged to act on 
their own as to loans. If, in their 
} opinion, they have a good applica- 
tion, we encourage them to make the 
decision themselves. They must de- 
fend it, however, on Tuesday, when 
®: comes to the executive committee 
for approval. I am staying out of 

loans. I seldom make one. 

Each Tuesday for one hour I sit 
down with the vice president in 


January 1952 


ames 
(Congratulations 


R INDEPENDENT 
BANKER 


for the recognition 


received from 


The 
Reader’s Digest 


in your first year of 
publication! 


Qz22aZ2=—= 


STAPLES — RUBBER BANDS 
ADDING MACHINE ROLLS 
PAPER CLIPS 


LITTLE PRESS, INC. 
6253 PENN AVENUE SO. 
MINNEAPOLIS 23, MINN. 


Re’ eS 
BANKS fea b 
CONFIDENTIAL, PERSONAL SERVICE 
ASK ANY MID-WEST RESERVE CITY BANKER 
<O INC 


BANKERS SERVICE 


M 








oO 
C 








Join the 


CRUSADE 
for 
FREEDOM 


and Help Truth 
Fight Communism 





charge of this department and we dis- 
cuss the happenings, progress and 
his plans, as they relate to ‘his de- 
partment. Not a great deal of con- 
ferring takes place during the week 
intervening. 

This vice president majors in loans 
and investments, and minors in two 
other departments. He will answer -to 
the vice president of public relations 
and business development, and to 
the trust officer in charge of trusts. 
Each of these men will likewise an- 
swer to the president -and give an 
account of his respective department 
weekly. Each likewise is encouraged 
to solve his own problems and make 
his own decisions. 

BUDGET. Each member of the 
management team, under the auditor, 
has a hand in the making of the an- 
nual desired profit projection, and is 
consulted for revision as we progress 
through the year. This budget is 
periodically reviewed with the staff 
and the board. 

“Suppose the directors were to say 
to us, ‘Cut $25,000 from the expense 
account this year’. Where and how 
would you do it?” — was a problem 
put to each officer at the beginning of 
1951. This is good training, and in- 
cidentally, it charts the course in 
case of necessity. 

OFFICE MANUAL. The office 
manual now in use, setting forth the 
broad responsibilities of each officer’s 
job, with specific assignments noted 
and showing limited or full authority 
as to each assignment, is a tool built 
by group thinking that leaves no 
avenue of escape from the responsi- 
bilities with which each is charged. 
It is always flexible, subject< to 
change, and incidentally, seldom up- 
to-date, but the getting it down on 
paper seems to serve a purpose. 

“What should be the qualifications 
of the person acting as cashier of 
the National Bank of Mattoon at its 
present and anticipated levels?” was 
asked of all individuals and groups 
throughout the bank, including the 
board of directors. It was surprising 
what high standards the several per- 
sons set up. This guinea-pig project 
attached importance not only to the 
cashier’s position, but to the several 
other jobs, as well. It also serves as 
a teaching guide. 

“I am going to follow a lifetime 
ambition, and retire in August 1951, 
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when I will be 55 years old,” said 
the same cashier to me three years 
ago. With this second remark of his, 
came a further intensification of our 
planning and training program. Pro- 
motions were tentatively timetabled 
for 1951. Most of them now are a 
reality. Third-, fourth- and sixth- 
line tellers at the close of the war, 
now hold important managerial posi- 
tions. Eighty percent of our present 
officers grew up with the bank. 

The assistant vice president in 
charge of real estate loans and real 
estate management, and the assistant 
cashier in charge of bookkeeping, 
were employed from the outside this 
year. Neither had banking ex- 
perience. Both had previous business 
experience and qualified under the 
higher standard of education as an 
employment requirement. Their ages 
are 33 and 24, respectively. 

All new men coming in as officers 
or trainees are evaluated before be- 
ing employed. The average age level 
is 13% lower than five years ago. 

‘POLICIES, GENERAL  CON- 


TROL. Policies and general control 


are handled by three committees: the 
trust committee, the retirement com- 
mittee, and the executive committee. 
The members are active officers. The 
committees approve actions and form 
policy. Management problems and 
decisions on management matters are 
held to a minimum. 

The staff of officers meets each 
Wednesday morning for one hour, 
and makes reports, plans, chews the 
fat, and reviews and discusses polli- 
cies to guide the policy-forming com- 
mittees. 

Through a special personnel com- 
mittee, comprised of all non-officer 
members of the board and myself, 
the board is kept fully informed of 
the objectives and accomplishments 
as the program progresses. Our board 
approves, reviews, checks and exam- 
ines, and considers and fixes policies 
not delegated to the committees. It 
does not attempt to manage. 

My job now as president is much 
different than when we started five 
years ago to build the management 
team for succession. I am now work- 
ing in the over-all fields of manage- 
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ment selection and training, estab- 
lishment of policies, organizational 
procedures, coordination, delegation, 
and major civic promotion, the last 
on the theory, “Grow the community 
and you grow the bank”. 

Direct responsibility for credits, 
investments, operations, trusts, public 
relations, and business development 
have been placed in other hands. My 
job now is to get away more and more 
and give those charged with these 
major responsibilities an opportun- 
ity to grow and function on their 
own. Already this year I have been 
away a total of approximately two 
and a half months, and am planning 
more for this fall. In 1952 it may be 
four months. In addition, | am 
shortening my work-week. For the 
past year the trade has been channel- 
ed to my associates in this manner 
and by my withdrawing into a pri- 
vate office. This is something I had 
always said I would never do. This 
being away and working away from 
“the public is giving me a perspec- 
tive of the business I never had be- 
fore. 

A lot of careful planning, patience, 
study and group thinking, with clear 
objectives in mind, have gone into 
our program. Remember, it had to do 
with human behavior and develop- 
ment, which comes slowly and grad- 
ually. It was clearly a new approach, 
and something which could in no 
sense be trifled with. It had to be 
honest, sincere and unselfish. We 
found the employment of competent 
guidance along the untrod paths 
kept us from going astray or put us 
hack if we wandered off. 

Note, also, that it has taken five 
years to set in motion the various 
steps and carry through, with some 
of our objectives yet unattained. It 
has been our experience that when 
people find out themselves and ac- 
cept their limitations, with proper 
environment and leadership they just 
naturally began to grow, whether it 
be horizontally, perpendicularly, or 
both, and become contented and val- 
uable members of the team, with a 
sense of belonging. 

The past five years have been the 
richest period of my whole 45 years 
of banking experience. To see ing 
several members of our management 
team grow, develop and round out, 
and feel I have had a part in this 
growth, has been priceless to me. END 
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Omaha, Nebraska — John Laurit- 
zen, vice president of First National 
Bank, has just been elected president 
of the Missouri Valley Princeton 
Alumni Association for the second 
successive year. 

kx 

Aspen, Colorado — Effective Jan- 
uary 1, the Pitkin County Bank be- 
comes a member of Federal Deposit 
Insurance Corporation. The bank did 
not seek membership when it was 
organized on June 1, 1942, after the 
only bank in Pitkin county had vol- 
untarily liquidated some months 
earlier, “as we expected only a very 
small bank,” explains Cashier W. 
Lucas Woodall. 

“But in the past few years, due to 
worldwide publicity which Aspen 
has received as a summer paradise 
of beautiful surroundings, wonderful 
climate and musical and educational 
programs attracting people from all 
over the globe — plus our discovery 
as a winter ski area equal to any in 
Europe — our bank has grown to 
where it was deemed advisable to 
increase our capital and become a 
member of FDIC.” 

Mr. Woodall also points out that 
“we brought to Aspen, and to Ameri- 
ca for the first time, the Federation 
of International Skiing in 1950”. 

xk* * 


Alhambra, California — Decem- 
ber 27 marked the fifth anniversary 
of the Valley National Bank. Open- 
ing its doors for business on that date 
in 1946, the bank has enjoyed steady 
growth, its last report to the Comp- 
troller of the Currency showing de- 
posits of $9,847,774, total resources 
of $10,294,163. Original capital was 
$200,000, with paid-in surplus of 
$60,000. Capital account, including 
undivided profits and profit and loss 
account, now totals $377,000, a rise 
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of approximately 45% in the five- 
year period. 

In 1949, the bank moved its origi- 
nal office to enlarged quarters at 44 
West Main Street, and established a 
branch at 855 West Valley Boule- 
vard. 

Les Allen, president, joined the in- 
stitution in April 1947 as executive 
vice president, assumed his present 
post in September 1950. Other officers 
are: R. R. Reidler, vice president and 
manager; L. B. Paulson, cashier; R. 
W. Meatheringham and J. F. Wiles, 
Jr., assistant vice presidents; C. C. 
Mann, secretary, and E. C. Luning, 
assistant cashier. Officers at the 
Ninth and Valley office are: E. W. 
Parrish, assistant vice president and 
manager; R. J. Moore, Leo S. Dona- 
hue and Lyle R. McCarroll, assistant 
cashiers, and Alma Johnson, escrow 
officer. 

xk 

Sault Ste. Marie, Michigan — 
Friends and associates of Otto B. Mc- 
Naughton, president of the First Na- 
tional Bank, as well as his many 
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“FREEDOM is a balance between rights and 
obligations. The demagogues speak only of 
‘rights’ — then steal them through our neglect 
of obligations!” 


bank’s 
clientele, were grieved at word of his 
death on Friday, December 7. 


acquaintances among the 


xk 


Broadus, Montana — A. W. Hei- 
del, vice president of Powder River 
County Bank, has been elected a di- 
rector of the Helena branch of the 
Federal Reserve Bank of Minneapo- 
lis. He succeeds B. M. Harris, presi- 
dent of the Yellowstone Bank, Co- 
lumbus, Montana, and will serve for 
two years beginning this January 1. 

Mr. Heidel is a graduate of the 
University of Minnesota law school, 
has lived in Montana since 1911. He 
is a former assistant United States 
district attorney and assistant attor- 
ney general, and has been associated 
with Powder River County Bank since 
its establishment in 1919. A past 
president of Montana Bankers As- 
sociation, Mr. Heidel also has served 
on the state highway commission. 

kkk 

Princeton, lowa — Week-end of 
December 14-15 was an exciting one 
in this community and at neighbor- 
ing LeClaire, as more than 1,000 per- 
sons visited the two offices of the 
Farmers Savings Bank at a gala 
“open house”. Both banks were gaily 
decorated, and there were roses for 
the ladies, cigars for the men, and 
balloons and novelties for the kid- 
dies. 

The affair started out on Thursday 
evening when bank officers entertain- 
ed 60 bankers from Scott county, 
Clinton and Chicago. On Friday the 
commercial class of LeClaire high 
school and the 7th and 8th grades 
from Princeton visited the institu- 
tions, heard lectures on banking, in- 
spected equipment and facilities. On 
Saturday the folks were asked to 
sign a guest register. 

One Chicago banker — a corres- 
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pondent bank official, whose princi- 
pal duty is to visit Midwestern banks 
— called the LeClaire office the finest 
rural bank he had ever seen. Said 
the local paper: 

“The community can certainly be 
proud to have a bank in this town 
of this caliber. There is no question 
that the Farmers Savings Bank can 
handle any financial problem for any 
member of this locality. The com- 
munity should give a bank of this 
type its complete and loyal support. 
A strong and successful independent 
bank is one of the vital necessities 
for a strong and successful commun- 
ity.” 

xk k 

Ashland, Wisconsin — Brand-new 
on his job as assistant to the presi- 
dent of the Union National Bank, is 
Ronald B. Harrison, who resigned as 
of December 31 from the cashier- 
ship of Marquette National Bank of 
Minneapolis. Mr. Harrison had been 
with Marquette for 17 years, and has 
been active in civic and educational 
affairs. Originally from Des Moines, 
Mr. Harrison attended University of 
Minnesota and graduated from Yank- 
ton College in South Dakota with a 
B.A. degree. 

xx 


Greeley, Colorado — Greeley Na- 
tional Bank staged a preview of its 
newly-remodeled quarters on Friday 
afternoon, and evening, December 7. 
Some 250 bankers and their wives 
inspected the facilities, then were 


guests at a reception and dinner. 
Next day the bank welcomed the 
public — 4,000 to 5,000 of it! — 
and presented flowers to the ladies, 
cigars to the men, candy and piggy 
banks to the children. A half-hour 
radio program was broadcast from 
the bank lobby during the afternoon. 

Dave Hill, former county agent of 
Weld county, took over January | as 
agricultural consultant and public 
relations officer. The bank plans an 
extensive public relations program, 
working closely with 4-H and F.F.A. 
groups, bringing the story of bank- 
ing — via films — to school children 
of the county. A. H. Trautwein is 
executive vice president. 

kkk 

Chicago, Illinois — A dividend of 
$10 per share was paid December 15 
to shareholders in South Shore Na- 
tional Bank, it is reported by Presi- 
dent M. R. Baty. That made total 
disbursements for the year $20, an 
earlier $10 payment having been 
completed as of June 15. 

xk*k 

Morton, Mississippi — Bank of 
Morton recently moved into its re- 
modeled and enlarged quarters. 
There now are five tellers’ windows, 
instead of only two, and ample 
officers’ space, including a private 
conference room. Wade Manufactur- 
ing Company, Charlotte, North Caro- 
lina, furmished the fixtures, includ- 
ing walnut paneling throughout 
lobby, low-nail offices, and directors’ 


room. A public meeting room large 
enough to accommodate up to 50 
persons is an added feature in the 
basement, with private street en- 
trance. 

William G. Walter, executive vice 
president and cashier, tells THE IN- 
DEPENDENT BANKER that the bank em- 
ploys a full-time farm consultant 
who spends the majority of his time 
making personal contacts outside the 
bank. 

kkk 

Pullman, Washington — Newly- 
elected officers of Whitman County 
Bankers Association are: J. R. Wyard 
of Pullman, president; O. F. Mathie- 
son of Colfax, vice president, and 
Frank N. Johnson of Pullman, secre- 
tary-treasurer. They were chosen at 
the annual meeting in the Washing- 
ton Hotel here on December 4. 
Toastmaster was Myron Sherman, re- 
tiring president. 

After the business meeting, the 
group staged a dinner in honor of 
Charles Funkhouser, who retires 
January | as manager of the Palouse 
branch of the Old National Bank, 
after 40 years in banking. Speakers 
and special guests included Paul 
Clinton Kerr, Louis Eilert, E. H. 
West, Wayne Rogers, Frank Buell, 
Justin McWilliams, F. C. Forrest and 
A. E. Reid. 

xk 

San Francisco, California — Roy 
G. Lucks, president of California 
Packing Corporation, has been elect- 


& 
“Jingle Bells” Was Theme of This Event 


ALL OVER AMERICA, the week before Christmas found bank staffs 
joining together in happy holiday parties. 
employees and friends of the Marquette National, Chicago-Lake 
State and University National Banks of Minneapolis enjoyed a 
festive dinner on gaily-decked tables, community singing of the carols 
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Directors, officers, 





and a fine stage show, at one of the leading hotels. This head-table 
shot shows (from the left) Carl Pohlad, vice president; Lucille Evans, 
representing Marquette employees; William F. Kunze, vice president; 
Marie DeVaney; “Mr. Marquette” in the person of Everett Luhmann, 
and Edith Meyers, general chairman of the party. 
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Banker Honored by Governor 


# 





MITCHELL V. CHOBAN (left), vice president of Drovers Exchange State Bank, South St. Paul, is 
shown in this photo by the South St. Paul Daily Reporter, receiving a plaque from Governor C. 
Elmer Anderson of Minnesota. The award was made by his community's Kiwanis club for 
being named the city’s outstanding citizen of 1951. Mr. Choban went to South St. Paul 38 
years ago as a 15-year-old immigrant from Romania. He is chairman of the local civil defense 
committee, head of the charter commission, director of the Civic & Commerce Association, a 
veteran of World War | and of War Bond and Americanization and citizenship drives. 


ed to the board of the Bank of Cali- 
fornia N. A., it is announced by 
President Elliott McAllister. A native 
Californian, Mr. Lucks joined Cali- 
fornia Packing Corporation in 1928, 
since then has held a number of 
executive posts. He became a direc- 
tor in 1947, president last June. 

Bank of California has declared 
a dividend (Number 396) of 50c per 
share, payable January 8. 


Allen, Oblekous = Farmers State 
Bank has increased surplus account 
from $15,000 to $55,000, as voted by 
the board of directors at its meeting 
of November 27, reports Sam Step- 
hen, vice president and cashier. 


xk 
Cleveland, Tennessee — Contract 
was let in December for expansion 
and remodeling of the quarters of 
the Merchants Bank. George W. 
Thorogood, executive vice president, 
reports a 20-year increase in person- 
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nel from four to 12, and in deposits 
from less than $1 million to more 
than $5 million. William Crutcher- 
field of Chattanooga is the architect. 
xk 

Sisseton, South Dakota — A. W. 
Powell, vice presisent and cashier of 
Roberts County National Bank, is re- 
cuperating from surgery for removal 
of a portion of a lung, in St. Mary’s 
Hospital, Minneapolis. The operation 
was performed on December 3. 

xk 

New Orleans, Louisiana — Direc- 
tors of National Bank of Commerce 
have elected Clebert C. Smith vice 
president. He formerly was deputy 
state bank commissioner, identified 
with that department for 18 years as 
examiner, special liquidating agent 
and deputy commissioner. His new 
duties with the correspondent bank 
department of N. B. of C. were as- 
sumed on December 28. END 
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GOING 
UP! 


INDEPENDENT BANKERS ASS’N 
GAINS 125 NEW MEMBERS 
IN THE PAST MONTH 


Total Membership: 3,921 


ALABAMA 
Winfield State Bank, Winfield 


COLORADO 

Colorado National Bank, Denver 
Englewood State Bank, Englewood 
Greeley National Bank, Greeley 
Commercial Bank of Leadville 


GEORGIA 
Farmers Bank, Monroe 


ILLINOIS 

Belmont National Bank, Chicago 
Chicago Heights Nat'l Bank, Chicago Heights 
Hlinois State Bank, East Alton 
INDIANA 

Boonville National Bank, Boonville 
State Exchange Bank, Culver 

St. Joseph Valley Bank, Elkhart 
Holland National Bank, Holland 
State Bank of Lima, Howe 

First National Bank, Huntingburg 
Farmers State Bank, LaGrange | 
Union County National Bank, Liberty 
Citizens Banking Company, Lynn 
First National Bank, Michigan City 
Morocco State Bank, Morocco 

Otwell State Bank, Otwell 

Wabash Valley Trust Company, Peru 
Farmers National Bank, Remington 
Peoples Bank & Trust Company, Sunman 
Farmers State Bank, Wyatt 


1OWA 

Commercial State Bank, Afton 

Whitney Loan & Trust Company, Atlantic 
Davenport Bank & Trust Company, Davenport 
Goose Lake Savings Bank, Goose Lake 
State Savings Bank, Fontanelle 

Adair County Bank, Greenfield 

Security State Bank, Guttenberg 
Houghton State Bank, Red Oak 

Nishna Valley State Bank, Riverton 
Farmers State Bank, St. Olaf 

Volga State Bank, Volga 

Farmers & Merchants Sav. Bank, Waterville 


LOUISIANA 

American Bank & Trust Co., Baton Rouge 
Bank of Commerce, White Castle 
MASSACHUSETTS 

Abingdon National Bank, Abingdon 

First National Bank, Adams 

Hadley Falls Trust Company, Holyoke 
Merchants Nati | Bank, lL inst 
North Adams Trust Company, North Adams 
MICHIGAN 

Allegan State Bank, Allegan 

Benton Harbor State Bank, Benton Harbor 
MINNESOTA 

Oakley National Bank, Buffalo 

State Bank of Butterfield 

First National Bank, Milaca 


MISSOURI 

First Security State Bank, Charleston 
Citizens Bank of Gerald 

Jefferson Trust Company, Hillsboro 





Bank of Houston 

Produce Exchange Bank, Kansas City 
First National Bank, Lebanon 
Macon-Atlanta State Bank, Macon 
Commercial Bank, Oak Grove 
Summersville State Bank, Summersville 
Webster Groves Trust Co., Webster Groves 
First National Bank, West Plains 


NEBRASKA 

Thayer County Bank, Hebron 
McDonald State Bank, North Platte 
State Bank of Riverdale 


NEW MEXICO 

Albuquerque National Bank, Albuquerque 
First National Bank, Artesia 
Peoples State Bank, Artesia 
Carlsbad National Bank, Carlsbad 
Merchants Bank, Gallup 

Grants State Bank, Grants 

First National Bank, Hobbs 

First National Bank, Las Cruces 
Mesilla Valley Bank, Las Cruces 
McFarland Brothers Bank, Logan 
International State Bank, Raton 
First National Bank, Santa Fe 
First State Bank, Socorro 

First State Bank, Taos 


OHIO 
Market Exchange Bank, Columbus 
Holgate State Bank, Holgate 


OKLAHOMA 

Custer County State Bank, Arapaho 

First State Bank, Davidson 

Farmers & Merchants Nat'l Bank, Fairview 

National Bank of Frederick 

First National Bank, Hobart a 


Home State Bank, Hobart 


Security State Bank, Roosevelt 
First National Bank, Seiling 
First National Bank, Snyder 


PENNSYLVANIA 

First National Bank, Bath 

American National Bank, Ebensburg 

Ephrata National Bank, Ephrata 

Dale Nati | Bank, Johnstown 

Merchants National Bank, Kittanning 

Peoples National Bank, Lebanon 

Farmers National Bank, Liberty 

Littlestown State Bank, Littlestown 

Milton Bank & Safe Deposit Company, Milton 

First National Bank, Minersville 

Muncy Banking Company, Muncy 

Lawrence Savings & Trust Co., New Castle 

Broad Street Trust Company, Philadelphia 

Frankford Trust Company, Philadelphia 

Rzepski Bank, Philadelphia 

Pine Grove National Bank & Trust Company, 
Pine Grove 

Peoples Trust Company, Shamokin 

West End National Bank, Shamokin 

Farmers & Merchants Bank, Sharpsburg 

First National Bank, Slippery Rock 

Somerset Trust Company, Somerset 

Summit Hill Trust Company, Summit Hill 

First National Bank, West Chester 

York County National Bank, York 


TEXAS 

First National Bank, Ballinger 
First National Bank, Big Spring 
State National Bank, Big Spring 
City National Bank, Colorado City 
First State Bank, Loraine 

Roscoe State Bank, Roscoe 
Farmers National Bank, Seymour 
National Bank of Sweetwater 
Texas Bank & Trust Company, Sweetwater 
Home State Bank, Trent 

Citizens State Bank, Ysleta 


VIRGINIA 

Farmers & Merchants Nat‘! Bank, Hamilton 

Shenandoah County Bank & Trust Company, 
Woodstock END 
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_What’s Your Problem? 


AUDITING °®@ 





OPERATIONS 


MANAGEMENT 





Sy Marchall Corns 


Mr. Corns, well-known consultant to banks and bankers on 
auditing and bank management problems, this month joins the 


regular editorial staff of The Independent Banker. 


He is man- 


ager of the bank division of Wolf & Company, certified public 
accountants, with offices in Chicago, Des Moines, Indianapolis, 
New York, Oklahoma City and Philadelphia. 


Our readers are urged to submit their questions on bank 
management and auditing problems to Mr. Corns through this 


department. 


kept confidential, of course. 


Q. (by Mr. C., Florida): Our audi- 
tor, in addition to following a pro- 
gram of checking the operations of 
the various departments, super- 
vises the posting of the general 
ledger and subsidiary records by 
his assistant, and relieves in the 
loan cage during lunch periods. 
One of my banker friends has been 
criticising this practice, saying that 
we have poor audit control. A copy 
of our audit program is attached. 


A. -— The concept of an auditor is 
that he will be independent of opera- 
ting details. Functioning as a part- 
time note teller eliminates his 
efficiency as an auditor. Because of 
the size of your bank, it should not 
be necessary for the general book- 
keeper to act as a member of the 
audit staff. Your audit program ap- 
pears to be well-thought-out and pro- 
vides good coverage; however, | 
doubt the wisdom of preparing an 
annual audit schedule in advance, for 
approval by the directors, as any 
knowledge of the scope of the depart- 
mental audit and tentative dates cer- 
tainly puts bank personnel on notice 


~ and nullifies the surprise element, 


which is all-important in a good audit 
program. Numerous disclosures of 
embezzlement have gone undetected, 
because of the knowledge on the part 
of the embezzler as to audit pro- 
cedures. 


Q. (by Mr. O., Wisconsin): Sev- 
eral of our retail dealer customers 
finance their sales of appliances on 
a 12-month basis. Under the pre- 
sent precedure, they have the pur- 


January 1952 





MARSHALL CORNS 


chaser sign the note, which we 
purchase without recourse. The 
notes are on our forms and the 
purchaser is told to make pay- 
ments at the bank. 


A.—Your_ present procedure 
leaves a wide loophole in audit con- 
trol, in that there is no direct verifi- 
cation of the amounts advanced. 
While apparently you are satisfied 
as to the integrity of the dealers, it is 
suggested from an audit control 
standpoint that all notes purchased, 
be directly confirmed at the time of 
purchase, with the maker. 


Q. (by Mr. J., Illinois): Our board 
of directors authorizes the purchase 
and sale of investment securities 


They will be answered each month, with identities 


for our own acount. The order is 
placed by one of the junior officers, 
and securities are delivered to one 
of our correspondent banks for 
safekeeping. What audit checks 
should we use? 

A. — Each confirmation should be 
checked by the auditor or another 
officer as to description, pricing and 
computation of interest paid. Prices 
should be checked with the daily 
quotations in the financial section of 
the newspaper, to confirm price and 
extension. 


Q. (by Mr. S., Michigan): Each 
of our tellers has his own vault 
compartment, which has a one- 
combination lock. This combination 
is known only to the teller and the 
— Is this sufficient audit con- 
tro 


A. — The very fact that the cashier 
alone has the combination to all of 
the tellers’ compartments, especially 
since he also has the combination to 
the main vault, nullifies any control 
program. It is suggested that each 
teller put his combination in a sealed 
envelope in a safe-deposit box or 
other receptacle which can only be 
accessible through the joint control 
of two officers. 


Q. (by Mr. A., Florida): Under 
our present audit program, we 
directly verify all of our demand 
acounts having a balance of $500 
and over. All such accounts. are 
verified at least once a year. It is 
suggested that we follow the same 
procedure in connection with loans 
and savings accounts. As this is 
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rather expensive, and we do not 
feel that it is necessary, we would 
appreciate your opinion. 


A. — Little good is being accomp- 
lished under your present procedure, 
as only accounts which maintain a 
balance of $500 are directly verified. 
It seems obvious, since the program 
is known, that a reduction in balances 
of any account below $500 would 
provide a green light as far as falsi- 
fication of records is concerned. If 
you are going to verify accounts, 
either verify all of them or, if a spot 
verification is undertaken, take them 
as they come. 


Q. (by Mr. P., lowa): Recently, 
one of our directors, elected to the 
board at the annual meeting last 
January, recommended to the 
board that a recording be made in 
the Minutes, of the discussions 
which take place on loan applica- 
tions. As this will require consider- 
able work, it seems unnecessary. 


A. — It is not practical to record 
all discussions in the Minutes Book. 
Each director, of course, has equal 
voice in the management of the bank, 
and it is his privilege to request that 
opinions in connection with certain 
matters be made a part of or put into 
the official records. Because of the 
liability of directors, it is considered 
mandatory to record in the Minutes 
Book, any dissenting vote of a direc- 
tor in connection with a loan which 
is approved by the majority. If your 
director is referring to this type of 
action, it is recommended: that it be 
done. END 

& 


Let There Be Light 


Scientists believe that by scheduled 
use of electric light, farmers will be 
able to boost production of both 
crops and animals. 

The use of lights to increase the 
laying of hens in winter has been 
used successfully for many years. 
Now it is believed that by turning 
on the lights at stated periods, chry- 
santhemums may be made to bloom 
at will; onions made to grow where 
they wouldn’t grow before; goats 
made to give more milk; sheep en- 
couraged to breed for a longer time. 


Kentucky has enough recoverable 
coal to last for 850 years at the pre- 
sent rate of mining. 
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EDITORIAL 





The Tdea Corner 


With this issue we are inaugurating 
another new department which we sin- 
cerely believe readers will find both en- 
joyable and profitable to read regularly. 
Briefly, it will try to pass on to you 
specific ideas, specific suggestions, s pectfic 
devices which other banks have found 
helpful in drawing new customers, build- 
ing business, reducing bank operating ex- 
penses. 

We are in a highly competitive in- 
dustry as banks. But we do not bemoan that fact. We know that competition 
has been the wholesome stimulant for the vigorous growth of our nation. In 
continuing to meet our competition successfully, we must be imaginative, alert, 
up-to-date. 

THE INDEPENDENT BANKER welcomes enthusiastically your contributions 
to “The Idea Corner”. Tell us about your advertising ideas that you have 
found “click” with the public. Write us about your personnel training program. 
Describe effective bookkeeping techniques, internal auditing procedures, new 
equipment, and any other ideas which may possibly be of help to other readers. 

We will prefer to identify contributors, but if you desire that your 
material be anonymous, simply tell us and we will respect your wishes. In 
whatever way you may send it in, we and everyone in the independent banking 
field will be grateful to you! (“The Idea Corner” is on Page 15 of this issue. ) 


Startin the Day Right 








THE COMMERCIAL 
AND FINANCIAL CHRONICLE 


“What shall it be this morning, Sir . . . ‘The Independent Banker’, ‘Com- 
mercial and Financial Chronicle’, ‘Wall Street Journal’ — or ‘Superman’?” 


THE INDEPENDENT BANKER 

















EDITORIALS 


"Ue Cant Happen Here!” 


This message is addressed, frankly, to those seg- 
ments of the country where active interest in the program 
of the Independent Bankers Association is not as keen 
as it should be, where concern for the future of the dual 
banking system is only mild — where, in short, the view 
persists, “/t can’t happen here”. 

Mr. P. S. Belford, president of the County Na- 
tional Bank & Trust Company of Santa Barbara, Cali- 
fornia, has just written us a fine letter in which he states, 
in part: “It is probably difficult for banks in many parts 
of the country to realize what can happen and has hap- 
pened in areas where aggressive branch-banking and 
holding-company groups have been able to push their 
plans. As an example, and not at all unusual in this 
state, our city of about 50,000 population has five banks, 
all originally home-owned. Three now are branches of 
large city banking systems, the fourth is owned by a 
large bank holding-company operating over five Western 
states; the fifth, our own, still is home-owned. 

“Probably it is natural for banks not thus sur- 
rounded to consider the branch-banking and holding- 
company question as more or less an abstract theory. 
Survival, however, becomes a very potent reality when 
local banks have to live and compete with groups ever- 
ambitious to expand and spread their domain and power 
over increasing areas.” 

The man who has seen poliomyelitis strike in his 
family, knows vividly a fearsome and insidious thing. 
Accordingly, he contributes his money, his energy, his 
talents, in aiding the work of polio research and therapy. 
His contributions, he knows, may help avoid or at least 
alleviate the tragedy of the next unannounced blows. 

In the 12th Federal Reserve District, as Mr. Bel- 
ford has further explained to us in his letter, there exists 
a very active interest today among independent banking 
groups. The holding-company threat there is very well 
beyond the theory stage. There, being felt daily, are the 
painful symptoms of monopolistic banking. 

The rest of us should learn this health lesson, and 
right now. We must act. It can happen here! 


— HAPPY NEW YEAR! — 


1.8. A. and 
Wr. Gokuson of the 7.8, #4. 


At the close of the annual convention in Holly- 
wood, Florida, of the Investment Bankers Association of 
America, Joseph T. Johnson, the new president, made 
some pertinent remarks to his association’s members 
that are worthy of re-examination by members of the 
Independent Bankers Association. 

Bankers have held a negative attitude for too long 
in dealing with the nation’s problems, he said, charging 
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his association’s members as being pessimistic, lazy, in- 
different, accepting a defeatist attitude of “what can be 
done?” 

“Our industry would stand in higher public 
esteem today if, during the past generation, or even dur- 
ing the last 10 to 20 years, we had pursued an intelligent 
and comprehensive program of informing the public 
about our business.” If a free economy is to continue, 
he asserted, we must contribute the kind of leadership 
the country needs, we must make a definite effort to 
mold public opinion, we must correct the erroneous im- 
pression of the average citizen that bankers are defenders 
of “special interests”. 

Mr. Johnson recommended that the industry 
should accept its responsibility for leadership and show 
a willingness to confer with other groups representing 
the national interest. 

Does this ring a bell with you? We hope it does. 
Your suggestions are most welcome, and we are anxious 
to print your ideas in THE INDEPENDENT BANKER. Mean- 
while, we are sending Mr. Johnson some back issues of 
THE INDEPENDENT BANKER, pointing to numerous past 
editorials and articles which have urged this same posi- 
tive, constructive approach. Obviously, Mr. Johnson 
knows full well how political demagogues and labor 
agitators successfully have eroded public estimation of 
the banking industry. He expects his association will 
work to repair that erosion. Can we help him? 


— HAPPY NEW YEAR! — 

7 New "E" Sond 7 

Treasury Department officials now privately admit 
that they are disturbed over the poor showing made by 
U. S. Savings Bonds during 1951. Experts in the field of 
public opinion and reaction have told the Treasury that 
more ballyhoo won’t lure those errant dollars. Treasury 
economists, we hear, are working on proposals to give 


Series E a new appeal, considering either raising the 
2.9% interest rate, making the bonds tax-exempt, or a 


_ combination of both appeals. 


The banks of the nation have worked energetically 
in aiding the Savings Bond program. While patriotism 
always has been the dominant stimulus, some material 
advantages have accrued to bank operations in the form 
of bringing in oftentimes new and desirable customers 
to the bank, in the form of enjoying at certain periods 
in the fiscal year substantial federal deposits not reduced 
immediately by drafts. 

Our business is to discourage reckless spending, 
to encourage thrift. Since the present Series E bonds 
obviously is no longer readily saleable to potential buy- 
ers, we are happy to see the manufacturer studying 
ways to make it a more attractive package for us — the 
salesmen — to sell. 
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Take Your Pill --0r Pay! 


The British Parliament may be expected to act 
affirmatively to the request of the doctors in the British 
national health service that the government fine any 
paient who fails to follow doctor’s orders. They wish a 
patient fined 10 shillings ($1.40) the first time he vio- 
lates an order to take a pill, stay in bed, eat milk-toast 
or wear his government-furnished false teeth. For a 
second offense the fine would be raised to 1 pound 
($2.80). 

The national health service doctors are on sound 
historical, judicial and sociological ground. It is a well- 
established principle that when a government takes on the 
duty of running any part of its citizens’ affairs, it is 
necessary and proper for that government to use its 
powers of domain and compulsion to see that the people 
do what the government knows that the people should 
do. If the citizens balk at carrying out all the instructions 
and orders of the planners, then the plans are all snarled 
up. 


— HAPPY NEW YEAR! — 


One Tan and Wonstrous. Fraud 


The average banker or businessman at times may 
shrug his shoulders resignedly, disturbed by the waste 
and corruption he knows exists in his local community, 
his government, or his world, yet despairing that he, as 
an individual, can do little to correct the evils. 

A typical small businessman — a Delaware grain 
dealer who also operated a chicken farm — has set for 
us an example of what one individual, prompted by 
sound ideals and possessing the courage and energy to 
fight through for those ideals, can accomplish in a rela- 
tively short space of time. We refer, of course, to John 
J. Williams. His election to the Senate in 1946 was his 
first excursion into politics. His Senatorial colleagues 
eyed him merely as a pleasant chap, a non-political, non- 
lawyer sort that happens every now and then in an off- 
year election: At the end of his term in 1952 he would 
fade away again, back to his chickens and his feed 
business. In the meanwhile, he wouldn’t bother anybody. 

In 1947, Williams received a notice from the 
Bureau of Internal Revenue, stating that he was deficient 
in his tax payments. He reviewed his own records, found 
everything in order. In the case of the average taxpayer, 


the matter probably would have been closed out to the | 


taxpayer's satisfaction by his writing a letter, reflecting 
the records of payments made, and stating that canceled 
bank checks were in hand to prove payment. Obviously, 
this is the easy way to dispose of an incorrect BIR de- 
ficiency notice. But Mr. Williams would not be satisfied 
that easily. He demanded an explanation. 

Williams received the “run-around” which many 
businessmen have come to learn about when dealing 
with a government bureaucracy. Prodding and insisting 
tenaciously, day after day, Williams was finally able 
to uncover the fact that his payments had been credited 
to another taxpayer. In turn, that taxpayer’s remittances 
had been credited to still another. Eventually he was 
able to uncover 480 instances of false crediting of pay- 
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ments, clear clue that there was more involved than just 
a clerical slip. Finally, a deputy collector in the Wilming- 
ton office was found guilty. 

Another individual, having read of the Wilming- 
ton case, carried to Williams’ office a story of corruption 
concerning the internal revenue office in New York city. 
Williams, thus aided by the help of this individual, went 
to work. Again he experienced reticence and disinterest 


‘from top Treasury officials. As Williams stated, “In a 


huge business like the government, occasional thieves 
must be expected. It was the startling lack of cooperation 
given me by Treasury officials. They appeared downright 
unwilling to clean house.” 

The snowball is now rolling. Honest government 
employees, given the encouragement to disclose what 
they know, are pouring in leads by the thousands to 
their Congressmen and the King committee. A portion 
of American citizentry is aroused, although amazingly 
patient with the offcialdom that has permitted this cor- 
ruption to exist, and moves so slowly to wipe it out. 

The house, while not being cleaned, at least is 
being given a general dusting. And it was all started by 
one individual who avoided the temptation of taking 
the easy way to answer a letter from his government. 


— HAPPY NEW YEAR! — 
A fellow who is always declaring he’s no fool 
usually has his suspicions. — Wilson Mizner. 


Vatha Vactlation e 


Stimulated by the beacon of hope implied in 
“Voice of America” and Radio Free Europe broadcasts, 
as well as other news of the free world, many brave souls 
daily risk their lives to escape from behind the iron cur- 
tain. It is impossible to estimate the numbers that fail 
to get through and suffer the consequences of death and 
other punishment meted out by the communist experts 
in discipline. The rate of those who are successful in 
getting through alive is known to be almost 2,000 
monthly. 

The lucky escapee soon learns the stark truth 
that the welcome-mat in the free world simply does not 
exist. Many want to join an army — U. S. or European 
— but they find their opportunity very dim. Under the 
recent Lodge Bill, the U. S. Army is supposed to accept 
and train 2,500 escaped East Europeans. Out of more 
than 4,000 applicants, it has taken only 113! 

In squalid collection huts called Camp Valka, 
thousands of refugees from Czechoslovakia and other 
satellite countries are living unhappy, unproductive 
existences. Only a few, after being picked over and grad- 
ed like sheep or swine, are admitted eventually on over- 
seas DP quotas. The rest must just sit and wait for the 
free world to make up its mind. 

In the ideological East-West struggle, our Valka 
vacillation, our sheer blundering of the refugee proble-n. 
surely is a great comfort to Stalin. 


— HAPPY NEW YEAR! — 


God promises a safe landing, but not a calm 
passage. —— Bulgarian proverb. 
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Independent 
Banking 


... is on the march! 
..- must be more vocal! 


... needs your active support! 


HOW TO DO IT? 


- « « join your Independent Bankers Association! 
. » « talk your independent banker neighbors into it! 


... subscribe now zo 
The INDEPENDENT BANKER! 
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By: In 1659 Radisson and Grosseilliers, with a small 
"yy, party of coureurs de bois and Indian allies, portaged 


~ around the Sault de Ste. Marie and entered Lake 
Superior. Months later they returned to Montreal rich in 


Cou Ve il VS furs and tales of the rugged wonderland that is now 


the upper peninsula of Michigan. 


. Three centuries ago barter was the sole means of 
d é Bb 0 Z AY exchange throughout upper Michigan and most of North America. 
Men risked their worldly goods, and life itself, to bring trade 
to the nation’s frontiers. 


CO MW e LO Today the exchange of goods and services throughout 
America moves easily and swiftly due, in large part, to the 
facilities provided by the Independent Banker. He provides the 


security, the financial counsel, and the essential funds that 
( P P FE R make these transactions possible. 
The Marquette National Bank commends the Independent 
Banker and his assumed objective of perpetuating the 


MICHIGAN eens h 08 eh Seale ta 
banking system. 
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